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34-12700 MODIFICATION OF SECO 
FEES AND ASSESSMENTS 
The Securities and Exchange 
Commission announced today 
that it has adopted modifica- 
tions to its fee schedule and 
to the list of annual assess- 
ments for fiscal year 1976 
payable to the Commission 
by registered broker-dealers 
who are not members of the 
National Association of Se- 
curities Dealers, Inc. 

33-5732 FORM AND CONTENT OF 
FINANCIAL STATEMENTS, 
SECURITIES ACT OF 1933, 
SECURITIES EXCHANGE ACT 
OF 1934, PUBLIC UTILITY 
HOLDING COMPANY ACT 
OF 1935, AND INVEST- 
MENT COMPANY ACT OF 
1940 Minor Amendments to 
Regulation S-X 


The Commission announces 
herein the adoption of minor 
amendments to _ sections 
210.2-02, and 12-08 of 
Chapter II of Title 17 of the 
Code of Federal Regulations 
(Regulation S-X) 
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The following releases relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 
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SECURITIES ACT OF 1933 
Release No. 5724/July 8, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9347/July 8, 1976 


NOTICE FOR PUBLIC COMMENT OF PROPOSED RULE 
24f-2 UNDER THE INVESTMENT COMPANY ACT OF 1940 
FOR REGISTRATION UNDER THE SECURITIES ACT OF 
1933 OF AN INDEFINITE NUMBER OF SECURITIES OF 
CERTAIN INVESTMENT COMPANIES AND OF A PRO- 
POSED AMENDMENT TO RULE 24f-1 UNDER THE IN- 
VESTMENT COMPANY ACT OF 1940. 


File No. S7-644. Comment period expires on 9/15/76 .) 


The Securities and Exchange Commission today published 
for public comment a proposed Rule 24f-2 under the Invest- 
ment Company Act of 1940 (“Investment Company Act”) 
for registration under the Securities Act of 1933 (‘‘Securities 
Act’’) of an indefinite number of securities of certain invest- 
ment companies. One purpose of the proposed rule is to 
allow the registration fee paid on such securities to be based 
upon actual sales in certain circumstances, rather than on 
estimates of the amount of securities to be sold. In addition, 
the proposed rule might relieve certain investment com- 
panies and indirectly their security holders of certain costs 
associated with the monitoring of the amounts of securities 
sold and the triple filing fee presently required for retroactive 
registration of shares. The Commission also published for 
public comment a conforming amendment to Rule 24f-1 un- 
der the Investment Company Act to require the filing of an 
Opinion of counsel with respect to the legality of the 
issuance of securities registered retroactively under that 
rule. 


BACKGROUND AND PURPOSE 


In 1970, Section 24(f) of the Investment Company Act was 
amended to permit the Commission to adopt rules concern- 
ing the retroactive registration of securities under the 
Securities Act, where the number of shares sold exceeded 
the number of shares registered. Pursuant to this authority, 
the Commission has adopted Rule 24f-1 allowing the 
retroactive registration of securities if: 1) the securities are 
retroactively registered within six months of their sale; 2) a 
filing fee three times the usual fee is paid and 3) a current 
prospectus was delivered to persons purchasing the over- 
sold shares. 


The amendment to Section 24(f) also empowered the Com- 
mission to adopt rules to allow the registration of an in- 
definite number of securities offered by certain investment 
companies. The Commission believes in view of its ex- 
perience with Rule 24f-1 that it would be appropriate to 
propose a rule allowing the registration of an indefinite 
number of shares. Under both Rule 24f-1 and proposed Rule 
24f-2, investors would have the protections afforded under 
the Securities Act since they would receive a current 
prospectus with respect to the security and would have the 
remedies available specified in the Act. 


SYNOPSIS OF THE PROVISIONS OF PROPOSED RULE 
206/SEC DOCKET 


24f-2. 
Proposed Rule 24f-2(a) 


Proposed Rule 24f-2, subparagraph (a), would allow the 
registration statement of an open-end investment company 
filed under the Securities Act, either in the initial filing or ina 
post-effective amendment, to deciare on the facing page 
that an indefinite number of shares or amount of securities 
are being registered. As to such indefinite number or 
amount, a fee of $2000.00 is required to be paid. If a 
definite number or amount also were being registered, the 
fee as to such securities would be computed in the usual 
way in accordance with Section 6(b) of the Securities Act. 
This declaration would have to be made only once for each 
registration statement. The declaration would not be 
operative until the registration statement, or amendment 
thereto, in which it is included were effective; once 
operative, the declaration would remain in effect as to that 
registration statement until terminated through a statement 
on the facing page of a post-effective amendment, or pur- 
suant to subparagraph (b)(4). 


Proposed Rule 24f-2(b) 


If a registrant chose to avail itself of paragraph (a) of propos- 
ed Rule 24f-2, proposed Rule 24f-2(b) would require that, 
as to each registration statement in which the declaration is 
operative, a notice be filed within 120 days after the close of 
any fiscal year during which such declaration was operative. 
This notice would disclose: (i) the number of shares or 
amount of securities of the same class or series which had 
been registered under the Securities Act other than pursuant 
to the proposed rule, but which remained unsold at the 
beginning of the issuer’s most recent fiscal year; (ii) the 
number of such shares or amount of securities, if any, 
registered during such fiscal year other than pursuant to the 
proposed rule; (iii) the number of such shares or amount of 
securities sold during such fiscal year; and (iv) the number of 
shares or amount of securities sold in reliance on the 
registration statement pursuant to Rule 24f-2. If the re- 
quired notice were not timely filed, sales of securities pur- 
suant to the registration statement would have to cease. 
Sales could not resume until the issuer filed a new registra- 
tion statement which thereafter became effective. Proposed 
subparagraph (b)(2) also requires that the follow-up notice 
be accompanied by an opinion of counsel relative to the 
legality of the issuance of the securities the registration of 
which the notice makes definite in number. 


Under proposed subparagraph (b)(3), at the time the 
registration of an indefinite number of shares or amount of 
securities is made definite as to such number or amount, 
pursuant to a notice filed under proposed Rule 24f-2(b)(1), 
the filing fee to be paid would be computed in accordance 
with Section 6(b) of the Securities Act. For purposes of com- 
puting this fee, the proposed rule requires that the calcula- 
tion be based upon the actual aggregate sale price of all 
such shares. 


Proposed subparagraph (b)(4) states that if a registrant has 
in effect a declaration to register an indefinite number of 
shares, and if such registrant proposes to cease its separate 
operations pursuant to a dissolution, liquidation, merger or 
otherwise, the registrant would file the notice described in 
subparagraph (b) prior to the cessation of operations. In ad- 
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dition to any other required information, the notice would 
describe the registrant's status relative to its proposal to 
cease operations and the notice would terminate the 
declaration described in subparagraph (a)(1) without the 
need for the filing of a separate post-effective amendment. 


It is intended that the notice would be effective immediately 
upon proper filing. Accordingly, proposed subparagraph 
(b)(5) states that such is the result, even though the notice is 
filed as a part of a post-effective amendment. However, the 
amendment itself would not be effective until specified by 
the Commission pursuant to Section 8(c) of the Securities 
Act. 


Proposed Rule 24f-2(c) 


Proposed Rule 24f-2(c) provides that the registration fees to 
be paid pursuant to the rule would be by United States 
postal money order, certified bank check or cash, and that 
there would be no refund once the statement is filed. The 
proposed rule also specifies that the $2000.00 fee paid at 
the time of the filing of the declaration called for by sub- 
paragraph (a)(2) can not be credited against registration fees 
required to be paid pursuant to subparagraph (b)(3) so long 
as the declaration remains in effect, but provides that upon 
the express termination of the declaration or termination 
pursuant to subparagraph (b)(4) of the rule, the fee could be 
applied toward the payment of a fee called for in any final 
notice. Any amount in excess of the final payment will not 
be refunded. 


PROPOSED AMENDMENT TO RULE 24f-1. 


One of the requirements of proposed Rule 24f-2 is that the 
notice to make the number of shares definite must be filed 
with an opinion of counsel with respect to the legality of the 
issuance of the securities which are the subject of the notice. 
Rule 24f-1 presently does not contain any such requirement 
when securities are retroactively registered under that rule. 
Accordingly, to conform Rule 24f-1 with proposed Rule 24f- 
2, the Commission is proposing to amend the former rule to 
require a similar opinion of counsel. 


OTHER MATTERS. 


It should be noted that any failure by an issuer to file the 
notice required by proposed Rule 24f-2(b)(1) may cast 
doubt on whether securities theretofore sold were properly 
registered. If securities are registered on an indefinite basis, 
and if the registration is not made definite as to the amount, 
full compliance with the registration requirements of the 
Securities Act may be questioned. In particular, the full filing 
requirements of Sections 6(b) and (c) of the Securities Act 
may not have been met. 


It is also recognized that the proposed rule may be used in 
many instances in lieu of the procedure for retroactive 
registration of securities under Rule 24f-1. In order to obtain 
the views of interested persons on this matter, the Commis- 
sion also invites public comment on the desirability of retain- 
ing or repealing Rule 24f-1. 


7) Ble 6" # 


The Commission hereby publishes for comment proposed 
Rule 24f-2 and an amendment to Rule 24f-1 pursuant to 


Section 24 of the Investment Company Act of 1940 and 
Sections 6(b), 7 and 19(a) of the Securities Act of 1933. 


All interested persons are invited to submit their views and 
comments on the foregoing proposals to George A. Fitzsim- 
mons, Secretary, Securities and Exchange Commission, 
Washington, D. C. 549 on or before September 15, 1976. 
All such communications will be available for public inspec- 
tion and should refer to File No. S7-644. The text of propos- 
ed Rule 24f-2 and of the proposed amendment to Rule 24f- 
1 is attached hereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


|. Proposed Rule 24f-2 is as follows: 


Rule 24f-2. Registration Under the Securities Act of 1933 of 
an Indefinite Number of Certain Investment Company 
Securities. 


(a)(1) In the case of securities issued by a face amount cer- 
tificate company or redeemable securities issued by an 
Open-end management company or unit investment trust, 
the issuer may declare that it elects to register an indefinite 
number of shares or amount of securities under the 
Securities Act of 1933 by specifying on the facing page of 
such registration statement that an indefinite number of 
shares or amount of its securities is being registered by such 
registration statement, or if a registration statement is in 
effect as to such securities, may amend such registration 
statement to specify on the cover page that the number of 
shares or amount of securities of the same class or series 
being registered is increased to an indefinite number or 
amount. The declaration described in this subparagraph shall 
not be operative until the filing in which it is included is 
declared effective; subject to Rule 24f-2(b)(4), such declara- 
tion, once operative, shall remain in effect as to such 
registration statement until expressly terminated in a state- 
ment on the facing page of a post-effective amendment 
thereto. 


(2) At the time of filing such registration statement or 
amendment there shall be paid to the Commission a fee of 
$2,000.00, which is not refundable, but may be credited as 
provided by paragraph (c) of this rule. 


(3) If the amount of the fee in subparagraph (a)(2) is 
thereafter increased each issuer then having in effect a 
declaration under subparagraph (a)(1) of this rule shall pay 
as an additional fee with respect to such declaration the 
difference between the total fee previously paid pursuant to 
paragraph (a) and the amount of the amended fee. Such ad- 
ditional fee shall be paid within ninety days after the date 
upon which the increased fee of subparagraph (a)(2) is in 
effect. 


(4) If such registration statement or amendment, in addition 
to specifying an indefinite number of shares or amount of 
securities, also registers a definite number of shares or a 
definite amount of securities, there shall also be paid to the 
Commission with respect to such definite amount of 
securities a registration fee calculated in the manner 
specified in Section 6(b) of the Securities Act of 1933 and 
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the rules and regulations thereunder. 


(b)(1) If an issuer has filed the declaration described in sub- 
paragraph (a)(1), it shall, with respect to such registration 
statement and within 120 days after the close of any fiscal 
year during which such declaration was in effect, file a 
notice containing the information specified in subparagraph 
(b)(2), to be accompanied by the additional filing fee, if any, 
specified in subparagraph (b)(3). Unless such notice is filed 
within the specified time, the registrant shall discontinue 
sales of securities pursuant to such registration statement. 
Such notice may but need not be filed as part of a post- 
effective amendment to the registration statement. 


(2) The notice described in subparagraph (b)(1) shall state: 
(i) the number of shares or amount of securities of the same 
class or series, if any, which had been registered under the 
Securities Act of 1933 other than pursuant to this rule but 
which remained unsold at the beginning of the issuer’s most 
recent full fiscal year; (ii) the number of such shares or 
amount of securities, if any, registered during such fiscal 
year other than pursuant to this rule; (iii) the number of such 
shares or amount of securities sold during such fiscal year; 
and (iv) the number of shares or amount of securities sold in 
reliance on the registration pursuant to this Rule 24f-2. 
There shall also be filed with the notice an opinion of 
counsel as to the legality of the securities the registration of 
which the notice makes definite in number; the opinion shall 
indicate whether the securities were legally issued, fully paid 
and non-assessable. 


(3) When the registration of an indefinite number of shares 
or amount of securities is made definite as to such number 
or amount, in a notice filed pursuant to Rule 24f-2(b)(1), the 
filing fee to be paid as to such securities or amount shall be 
the fee, if any, calculated in the manner specified in Section 
6(b) of the Securities Act of 1933 and the rules and 
regulations thereunder. Such fee shall be based upon the ac- 
tual aggregate sale price for such securities. 


(4) If a registrant has in effect a declaration described in sub- 
paragraph (a)(1), and if such registrant proposes to cease its 
separate operations, such registrant shall file the notice 
described in this subparagraph (b) after the termination of 
sales of securities pursuant to this rule and prior to its cessa- 
tion of operations. In addition to the other required informa- 
tion and fees, such notice shall be deemed as terminating 
the declaration described in subparagraph (a)(1). 


(5) If a notice is properly filed under this subparagraph (b), 
including the payment of the filing fee, it shall be effective 
immediately upon filing, notwithstanding that it is filed with 
or as part of a post-effective amendment to the registration 
statement; any such amendment shall not be effective until 
the Commission acts pursuant to Section 8(c) of the 
Securities Act of 1933. 


(c) Payment of fees to the Commission pursuant to this Rule 
24f-2 shall be by United States postal money order or cer- 
tified bank check or cash. There will be no refund once the 
statement is filed. Fees paid pursuant to paragraph (a) of this 
rule can not be credited against registration fees which 
become payable pursuant to subparagraph (b)(3) while the 
declaration required by this rule remains in effect. If a notice 
required by subparagraph (b)(3) if filed with respect to the 
fiscal year during which such declaration is expressly ter- 
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minated, or pursuant to subparagraph (b)(4), the fee required 
to be paid with such filing may be reduced by the amount of 
the fee paid pursuant to paragraph (a). Amounts in excess of 
the fee required to be paid pursuant to subparagraph (b)(3) 
are not refundable. 


Il. Subparagraph (b) (3) of Rule 24f-1 is proposed to be 
amended by adding the following at the end thereof: 


The notification shall also include an opinion of counsel as to 
the legality of the securities being registered, indicating 
whether they were legally issued, fully paid and non- 
assessable. 





SECURITIES ACT OF 1933 
Release No. 33-5732, 34-12694, 35, 19642, AS-195 
Date: 8/6/76 


FORM AND CONTENT OF FINANCIAL STATEMENTS, 
SECURITIES ACT OF 1933, SECURITIES EXCHANGE ACT 
OF 1934, PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935, AND INVESTMENT COMPANY ACT OF 1940 


Minor Amendments to Regulation S-X 


The Commission announces herein the adoption of minor 
amendments to sections 210.2-02, 5-02 and 12-08 of 
Chapter II of Title 17 of the Code of Federal Regulations 
(Regulation S-X). 


Section 210.2-02 is amended to remove a requirement for 
accountants to comment in their audit reports accom- 
panying financial statements filed with the Commission on 
certain changes in accounting practices which affect com- 
parability of financial statements but do not arise from 
changes in accounting principles. The types of changes 
affected by this amendment are accounting changes which 
result from altered conditions, e.g., changes in amounts of 
depreciation charges resulting from changes in estimates of 
remaining useful lives of fixed assets, rather than from a 
change in accounting principles. 


Since these changes have long been required to be disclosed 
in a note to the financial statements under paragraph (a) of 
8210.3-07 and more recently have been required to be dis- 
closed in the section of financial reports devoted to 
management's discussion and analysis of operations, it no 
longer is considered necessary to require a specific com- 
ment on these changes by accountants in their audit reports. 
This requirement is eliminated by deletion from paragraph 
(c) of 8210.2-02 of the words ‘as required to be set forth in 
8210.3-07(a)"’ which heretofore have linked the reporting 
requirement in paragraph (c) of §210.2-02 to the changes in 
accounting practices specified in paragraph (a) of §210.3- 
07. 


Section 210.5-02 is amended to correct references in 
paragraph 32(a) thereunder to captions in paragraph 25 of 
the section to reflect revisions in those captions which were 
recently adopted in Accounting Series Release No. 184 [40 

















FR 59340}. 


Section 210.12-08 is amended to reinstate the last three 
sentences that were in Instruction 3 of that section prior to 
the adoption of Accounting Series Release No. 178 |40 FR 
48359] wherein the sentences were inadvertently deleted. 


Commission action: The Commission hereby amends 
paragraph (c) of 8210.2-02, paragraph 32(a) of §210.5-02 
and Instruction 3 of 8210.12-08, Chapter II of Title 17 of the 
Code of Federal Regulations, to read as set forth below: 


§210.2-02. Accountants’ reports. 


es #8 * # 


(c) Opinion to be expressed. The accountant’'s report 
shall state clearly: (1) The opinion of the accountant in 
respect of the financial statements covered by the 
report and the accounting principles and prdctices 
reflected therein; and (2) the opinion of the accoun- 
tant as to the consistency of the application of the ac- 
counting principles, or as to any changes in such prin- 
ciples which have a material effect on the financial 
statements. 


. 2 4-2 3 


§210.5-02 Balance sheets. 


** # 


32. Other long-term debt. (a) include under this cap- 
tion all amounts of long-term debt not provided for un- 
der captions 29(a) and 31 above. State separately 
amounts payable to (1) persons specified in captions 
25(a)(1), (2), (3) and (6); and (2) others, specifying any 
material item. Indicate the extent that the debt is 
collateralized. Show here, or in a noie referred to 
herein, the information required under caption 29. 


§210.12-08 Intangible assets, preoperating expenses 
and similar deferrals. 1, 2, 7. 


_* * * 


(Instruction) 3. Show by major classifications in each 
part, such as franchises, goodwill, etc. If such 
classification is not present or practicable, each part 
may be stated in one amount. The additions included 
in column C shall, however, be segregated in accor- 
dance with an appropriate classification. Items of 
minor importance may be included under a mis- 
cellaneous caption in each part. 


*_* #8 e 


The amendments are adopted pursuant to authority in Sec- 
tions 6, 7, 8, 10 and 19(a) [15 U.S.C. 77f. 77g, 77h, 77}, 
77s| of the Securities Act of 1933; Sections 12, 13 15(d) 
and 23(a) [15 U.S.C. 781, 78m, 78o0(d), 78w| of the 
Securities Exchange Act of 1934; Sections 5(b), 14 and 
20(a) [15 U.S.C. 79e, 79n, 79t| of the Public Utility Holding 
Company Act of 1935; and Sections 8, 30, 31(c), and 38(a) 
[15 U.S.C. 80a-8, 80a-29, 80a-30(c), 80a-37(a)| of the 
Investment Company Act of 1940. 


Inasmuch as the amendments reduce the requirements of 
section 210.2-02 and correct minor errors in other sections 
the Commission finds that, for good cause, the notice and 
procedures specified in the Administration Procedures Act 
of 1946 are unnecessary, and accordingly the foregoing 
amendments are adopted effective immediately upon 
publication in the Federal Register. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


August 6, 1976 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12692 August 6, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (Exchange Act’) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mencing at 9:45 a.m. (EDT) on August 6, 1976 and ter- 
minating at midnight (EDT) on August 15, 1976 of the 
securities of Micron Corp. (‘Micron’) a Utah corporation 
with principal executive offices located at. 256 East 39th 
South, Salt Lake City, Utah 84107. 


The Commission ordered the suspension of trading in 
Micron’s securities at the request of Micron because of the 
lack of public information about certain adverse corporate 
developments which have recently come to the Com- 
mission’s attention. 


The Commission has been informed that Micron’s president, 
certain other key officers, and all directors have resigned and 
a recent review of Micron’s first quarter of 1976 financial 
statements indicates that that quarter’s results previously 
released may be in error. In addition, the firm’s accountants 
have been unable to develop reliable information for the se- 
cond quarter of 1976. Micron’s major creditor is taking 
possession of all the company’s assets after having given 
notice of default to Micron, leaving the company with no 
assets, and all the company’s employees are being ter- 
minated. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
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all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12693/August 6, 1976 


SECO BONDING RULE 
Notice of Proposed Amendments 


The Securities and Exchange Commission today announced 
proposals to amend Section 240.15b10-11 (the “SECO 
Bonding Rule’), which contains minimum fidelity bonding 
requirements for registered brokers and dealers which are 
not members of the National Association of Securities 
Dealers, Inc. (“NASD”). The proposed amendments would 
exempt, among others, certain exchange members which 
would otherwise become subject to the Rule upon register- 
ing with the Commission pursuant to Section 15 of the Act, 
as recently amended. In addition, the proposed amendments 
would specifically require a broker or dealer subject to the 
SECO Bonding Rule to review and adjust its bonding 
coverage initially upon issuance of a replacement bond and 
thereafter annually as of the anniversary date of the bond's 
issuance. Moreover, the proposed amendments would re- 
quire qualified “SECO” broker-dealeers electing to use the 
Alternative Net Capital Requirement set forth in paragraph 
(f) of Section 240.15c3-1, as recently amended, as the basis 
for determining the amount of minimum bonding coverage 
required by the Rule. 


The Proposed Amendments 
1. Proposed Exemption for Exchange-Only Members 


The Commission recently adopted amendments to certain of 
its SECO requirements (Sections 240.15b8-1 through 
240.1510-7) to exempt from these requirements members 
of exchanges, such as specialists, floor traders, floor brokers, 
etc., (“exchanges-only members’), which effect transactions 
primarily on registered securities exchanges.' As a result of 
the Securities Acts Amendments of 1975, such broker- 
dealers are now required to register with the Commission, 
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and, if they did not become NASD members, they would 
thereby have become subject to the SECO requirements.’ 
Specifically, the Commission has revised, among others, 
Section 240.15b8-1, which relates to qualification stan- 
dards, Sections 240.15b9-1 and 240.15b9-2, which relate 
to fees, and Section 240.15b10-7 (which provides an ex- 
emption from Sections 240.15b10-1 through 240.15b10- 
6).° Similar revisions were not made in the SECO Bonding 
Rule because of special circumstances applicable to that 
rule.4 


Sections 240.15b8-1, 240.15b9-2 and 240.15b10-7 
previously contained provisions which exempt. broker- 
dealers who carry no accounts of customers and derive no 
more than $1,000 annual gross income from transactions 
otherwise than on a national securities exchange. The Com- 
mission has amended these provisions by substituting the 
phrase ‘otherwise than on a national securities exchange of 
which he is a member” for the phrase ‘‘otherwise than on a 
national securities exchange.” Therefore, this amendment, 
which has been made to conform the scope of the SECO 
requirements to the Commission's broadened authority un- 
der new Sections 15(b))8), 15(b)(9) and 15(b)(10) of the 
Act, subjects broker-dealers who effect transctions on ex- 
changes other than those of which they are members to the 
SECO requirements. However, the Commission also has 
amended the existing SECO exemptions to exclude, from 
the limitation on gross income derived by a broker-dealer 
from transactions otherwise than on the exchange of which 
he is a member, income derived from transactions for the 
broker-dealer's own account which are effected with or 
through another registered broker-dealer. A similar exemp- 
tion has been added to Section 240.15b9-1. 


The SECO Bonding Rule presently exempts, among others, 
those broker-dealers which are “members in good standing 
and subject to” (emphasis added) the fidelity bonding re- 
quirements of the seven national securities exchanges listed 
in paragraph )a) thereof (the ‘paragraph (a) exchanges’’).® 
Thus, a SECO broker-dealer who is a “member in good 
standing’ of any one of these exchanges and who is ‘‘sub- 
ject to’ the bonding requirements of that exchange (/.e., not 
exempt from those requirements) would qualify for an ex- 
emption from the SECO Bonding Rule. The theory underly- 
ing the exemption is that these SECO broker-dealers are 
already subject to exchange fidelity bonding requirements 
which are at least comparable to the requirements of the 
SECO Bonding Rule. However, because exchange-only 
members of the paragraph (a) exchanges which are now 
required to register with the Commission for the first time 
are generally exempt from the fidelity bonding rules of those 
exchanges,° they will, arguably, be subject to the SECO Bon- 
ding Rule—a result not strictly intended when the Commis- 
sion adopted the SECO Bonding Rule in its present form 
(prior to the 1975 Amendments). 


In addition, the major purpose underlying the adoption of the 
SECO Bonding Rule as well as the NASD’s Bonding Rule’ 
was to limit potential exposure of SIPC funds’ to firm losses 
resulting from employee theft and dishonesty, particularly 
losses of “catastrophic” proportions. Similarly, while the 
bonding rules of the paragraph (a) exchanges for the most 
part were adopted prior to the enactment of the Securities 
Investor Protection Act of 1970, it may be said that these 
rules were adopted with the same concerns in mind, i.e., to 
prevent impairment of firm capital through substantial losses 
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of this kind and to protect firm creditors, including 
customers, against such losses. Thus, since the kind of ex- 
posure intended to be covered by fidelity bonds for brokers 
and dealers generally arises only where a firm has contact 
with members of the public (/e., handles customer funds 
and/or securities) a broker-dealer which deals only with 
other professionals on the floor of the exchange of which he 
is a member and does not otherwise engage in a public 
business is exempt from the existing exchange fidelity bond- 
ing requirements.° Accordingly, the Commission proposes 
specifically to exempt these exchange members from the 
SECO Bonding Rule. The Commission proposes to ac- 
complish this by substituting the phrase ‘‘“members in good 
standing of ...”’ for the phrase “members in good standing 
and subject to ...”” in paragraph (a) of the SECO Bonding 
Rule.'° 


The Commission notes that, unlike the recent revisions to 
the other SECO requirements, its proposed amendment to 
the SECO Bonding Rule would exempt from its provisions 
exchange-only members which also engage in transactions 
on exchanges of which they are not members as well as 
over-the-counter. Those members would thus be subject 
only to the applicable exchange bonding requirements 
Since the imposition of the SECO Bonding Rule on 
exchange-only members engaging in such activities could 
result in unnecessary duplication in the area of fidelity bond- 
ing, the Commission has determined to defer to exchange 
bonding requirements in this respect and the proposed 
amendments to paragraph (a) would have this effect. While 
permitting these exchanges to apply their bonding re- 
quirements in this way may have an indirect impact on some 
of their members’ activities in other markets, the Commis- 
sion believes that any such impact would be insubstantial 
and would not have an anti-competitive effect. 


2. Proposal to Require Review of Coverage Upon /ssuance 
of a Replacement Bond 


The Commission has assumed that when a SECO broker- 
dealer acquires a replacement bond the SECO Bonding Rule 
requires that the firm review and adjust, if necessary, its 
minimum bonding coverage once upon the new bond's 
issuance and thereafter annually, as of the anniversary date 
of the new bond's issuance. The Commission is of the opi- 
nion that this is the proper interpretation of present 
paragraph (c)(5) in this situation. However, the Commission 
believes that the SECO Bonding Rule should be amended to 
clarify its provisions in this respect. 


A registered broker-dealer subject to the SECO Bonding 
Rule may acquire a replacement bond, for the most part, in 
two situations: 

(1) where the insurance carrier cancels the previous bond, or 
(2) where the firm decides to terminate its existing bond in 
order to obtain a replacement bond through another in- 
surance carrier at less cost. In either case, the previous bond 
is normally cancelled or terminated as of the renewal! date, 
which usually occurs at one-year intervals from the date of 
issuance of a bond. Thus, the date of issuance of a replace 
ment bond is likely to coincide with the annual anniversary 
date of the previous bond's issuance. However, in the event 
that such action does occur prior to the next annual review 
date, a question has arisen as to the applicability of the term 
“anniversary date of the issuance of the bond” in present 
paragraph (c)(5) to the replacement bond situation; that is 


will the next review date be determined by reference to the 
date of the original (or previous) bond's issuance or to the 
date of the replacement bond's issuance? It is possible that 
a SECO broker-dealer may acquire a replacement bond that 
is equivalent to his minimum required coverage as deter- 
mined as of the former date and feel justified in deferring his 
next review until the first annual anniversary date of the 
replacement bond's issuance. This could result in delaying 
its review of adequacy of coverage for longer than the one 
year period presently required by paragraph (c)(5) of the 
SECO Bonding Rule. This interpretation is inconsistent with 
the purpose of the Rule. 


Accordingly, the Commission proposes to amend the Rule 
so as to provide expressly that SECO broker-dealers subject 
to its provisions which obtain a replacement bond for any 
reason must redetermine thier bonding coverage once upon 
issuance of the replacement bond and thereafter at least 
once annually, as of the anniversary date of the replacement 
bond's issuance. Proposed new paragraph (c)(7) would set 
forth this requirement.'' 


3. Proposal to Require Use of the Alternative Net Capital 
Requirement as the Basis for Determining Minimum Bond- 
ing Coverage 


The Commission recently adopted amendments to Section 
240.15c3-1, the Uniform Net Capital Rule, including an 
alternative net capital requirement (“Alternative Re- 
quirement’) for certain broker-dealers which is set forth in 
new paragraph (f) of Section 240.15c3-1.'? This Alternative 
Requirement (if elected) eliminates the traditional standard 
of limiting obligations of broker-dealers (i.e., the ratio of 
aggregate indebtedness to net capital) and substitutes the 
aggregate dollar amount of firm assets which have as their 
source transactions with customers (7.e., items includible in 
the Formula for Determination of Reserve Requirements for 
Brokers and Dealers set forth in Section 240.15c3-3) as the 
basis for determining the maximum permissable level of the 
broker-dealer's customer-related busines. The general pur- 
pose of the Alternative Requirement is to ensure the con- 
tinued protection of customers as well as to enhance the 
ability of broker-dealers to meet the needs of corporate 
issuers to raise capital in the evolving central market. 


The present minimum bonding coverage prescribed by the 
SECO Bonding Rule is based on a broker-dealer’s minimum 
required net capital as computed pursuant to Section 
240.15c3-1.'3 Thus, if a SECO broker-dealer’s minimum 
required net capital is adjusted, as through utilization of the 
Alternative Method, then his minimum required bonding 
coverage should be adjusted accordingly. The Commission's 
Uniform Net Capital Rule and the SECO Bonding Rule are 
financial reponsibility rules whose primary concern is 
protecting customer funds and securities in the custody of 
broker-dealers. In view of this similarity of purpose. 
therefore, the Commission believes that the policy underly- 
ing the implementation of the Alternative Requirement 
warrants a corresponding flexibility in fidelity bonding re- 
quirements for those SECO broker-dealers operating under 
It. 


Accordingly, the Commission also proposes to amend the 
SECO Bonding Rule so as expressly to provide that, subject 
to the conditions discussed below, a broker-dealer which is 
subject to the Rule and operates under the Alternative Re- 
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quirement must use this computation in determining its 
minimum bonding requirements pursuant to the Rule. The 
Commission proposes to accomplish this by including 
proposed new paragraph (c)(6) in the SECO Bonding Rule.'* 


The Commission notes that under the proposed paragraph it 
has specified that broker-dealers availing themselves of the 
Alternative Requirement would still be required to determine 
their minimum required bonding coverage in the manner 
provided in present paragraph (c)(5), ie., by reference to the 
highest required net capital, but only for those months dur- 
ing which they have operated under the Alternative Require- 
ment. However, the new paragraph would provide that an 
affected broker-dealer which has operated in the past under 
the traditional method of computing net capital and effects a 
transition to the Alternative Requirement must calculate its 
minimum net capital under the Alternative Requirement for 
at least three consecutive months before it can redetermine 
its minimum bonding coverage based on these com- 
putations.'® The Commission believes that any shorter 
period would not afford a proper basis for determining a 
broker-dealer’s minimum bonding needs consistent with the 
intent and purpose of the SECO Bonding Rule. 


Proposed paragraph (c)(6) would require a broker or dealer 
to redetermine and adjust its bonding requirements once it 
has operated under the Alternative Requirement for at least 
three months even though such adjustment may take place 
in advance of the issuance of its bond.'® However, on the 
next annual anniversary date the broker-dealer must review 
and further adjust, if necessary, his bonding coverage again 
based on the net capital computations made during those 
months when it was operating under the Alternative Re- 
quirement. Thereafter, of course, the firm would be per- 
mitted to review and adjust its coverage only once annually 
as provided in present paragraph (c)(5) of the SECO Bonding 
Rule. Proposed new paragraph (c)(6) would incorporate all 
these considerations. 


Statutory Basis 


The Securities and Exchange Commission, acting pursuant 
to the provisions of the Securities Exchange Act of 1934, 15 
U.S.C. 78 a, et. seg. (as amended by the Securities Acts 
Amendments of 1975, Pub. L. No. 94-29 (June 4, 1975)), 
and particularly Sections 15(c) and 23(a) thereof, hereby 
proposes certain amendments to Section 240.15b10-11, as 
stated below. 


Text of the Rule as proposed to be Amended 


Section 240.15b10-11 would be amended to read as 
follows (additions are included in brackets; language to be 
deleted has been /ined out): 


Section 240.15b10-11. Fidelity Bonds 


(a) Every non-member broker or dealer which is a 
member of the Securities Investor Protection Corpora- 
tion and has employees shall carry a blanket fidelity 
bond covering officers and employees of such broker 
or dealer in the form, amount and type of coverage 
hereinafter prescribed. The provisions of this rule shall 
not apply to any member in good standing and-subject 
+e-the-fidelity bonding-+equirements of the American 
Stock’ Exchange, Inc., the Boston Stock Exchange, the 
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Midwest Stock Exchange, Inc., the New York Stock 
Exchange, Inc., the Pacific Stock Exchange, Inc., the 
PBY [Philadelphia] Stock Exchange, Inc., or the 
Chicago Board Options Exchange, Inc.: Provided, 
however, that the exemption as to the members of any 
exchange may be suspended or withdrawn by the 
Commission at any time, by sending ten (10) days 
written notice to such exchange, if it appears to the 
Commission to be necessary or apppropriate in the 
public interest or for the protection of investors so to 
do. 


(b) Every non-member broker or dealer subject to the 
rule must carry either the Stockbroker’s Blanket Bond, 
Standard Form No. 14 of the Surety Association of 
America with such riders as may be required by this 
rule, as revised to the effective date of this rule, or an 
equivalent bond, covering the officers and employees 
of such broker or dealer, whcih provides against loss 
and has insuring agreements covering at least the 
following: 


(1) Fidelity: 

(2) On premises; 

(3) In Transit; 

(4) Misplacement;: 

(5) Forgery and Alteration (including check forgery); 
(6) Securities Loss (including securities forgery); and 
(7) Fraudulent Trading (by employees). 

(c)(1) Minimum monetary coverage for each of the 
Fidelity, On Premises, In Transit, Misplacement, and 
Forgery and Alteration insuring agreements shall be 
the greater of $25,000 or such other amount as shall 
be determined by reference to minimum required net 
capital |for such broker or dealer] computed under 
Rule 15c3-1 under the Act as follows: 


(A) Each non-member broker or dealer whose required 
net capital does not exceed $600,000 must maintain 
minimum coverage of not less than 120% of such re- 
quirement. 


(B) Each non-member broker or dealer whose required 
net capital exceeds $600,000 must maintain 
minimum coverage as indicated in the following table: 





Net Capital Requirement Minimum 
Under Rule 15c3-1 Coverage 
Over$ 600,000-upto$ 1,000,000 $ 750,000 
’ 1,000,000-upto 2,000,000 $1,000,000 
2,000,000- upto 3,000,000 1,500,000 
3,000,000-upto 4,000,000 2,000,000 
4,000,000- upto 6,000,000 3,000,000 
6,000,000 - up to 12,000,000 4,000,000 
12,000,000 5,000,000 


(2) Minimum monetary coverage for the Fraudulent 
Trading insuring agreement shall not be less than 
$25,000 or 50% of the coverage required in paragraph 
(c)(1) hereof, whichever is greater. 


(3) Minimum monetary coverage for the Securities 
Forgery insuring agreement shall not be less than 
$25,000 or 25% of the coverage required in paragraph 
(c)(1), whichever is greater. 


(4) Every non-member broker or dealer subject to this 
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rule may have a deductible provision included in his 
bond of up to $5,000 or 10% of the minumum in- 
surance requirement established hereby, whichever is 
greater, for any individual loss. 


(5) |Except as provided in sub-paragraph (6) hereof], 
the minimum required coverages prescribed 
hereinabove shall be determined |by such non- 
member broker-dealer| initially on issuance of the 
bond by reference to -+he |its| highest required net 
capital computed #Ader [pursuant to] Rule 15c3-1 un- 
der the Act for the 12-month period immediately 
preceding such issuance or, if the non-member broker 
or dealer was subject to Rule 15c3-1 for less than 12 
months, for such lesser period immediately preceding 
such issuance as such broker or dealer was subject to 
that rule. Thereafter, such coverage shall be redeter- 
mined annually, as of the anniversary date of the 
issuance of the bond, by reference to the highest re- 
quired net capilal for the immediately preceding 12 
month period, which amount shall be used to deter- 
mine the minimum required coverage for the 
succeeding 12 month period. Any necessary ad- 
justments shall be made within 30 days after the an- 
niversary of the bond. 


(6) A non-member broker or dealer which becomes 
eligible to elect and does elect to compute its 
minimum required net capital under the alternative net 
capital requirement set forth in paragraph (f) of Rule 
15c3-1 instead of under the requirement set forth in 
paragraph (a) thereof, and has operated under such 
alternative requirement for at least three consecutive 
months, shall, prior to the next anniversary date of the 
issuance of its bond, redetermine and adjust (if 
necessary) the amount of its coverage based on such 
alternative requirement for the period during which it 
has so operated; provided, however, that such non- 
member broker or dealer shall redetermine and further 
adjust (if necessary) the amount of its coverage in this 
manner on the next anniversary date of the issuance of 
its bond and thereafter annually, in accordance with 
the provisions of subparagraph (c)(5) of this rule. Any 
necessary adjustments shall be made within 30 days 
after such redetermination. | 


|(7) A non-member broker or dealer subject to this rule 
which acquires a replacement bond shall redetermine 
and adjust (if necessary) its minimum required bond 
coverage upon issuance of such bond by reference to 
the highest required net capital for those months 
since such broker or dealer last determined its re- 
quired coverage in accordance with subparagraphs 
(c)(5) and (c)(6) of this rule, which amount shall be 
used to determine the minimum required coverage for 
the succeeding twelve month period. Thereafter, such 
coverage shall be redetermined annually, as of the an- 
niversary date of the issuance of the replacement 
bond. Any necessary adjustments shall be made 
within 30 days of such redetermination. | 


46) |(8)] The bond shall provide that it shall not be 
cancelled, terminated, or substantially modified except 
after written notice given by the acting party to the 
affected party and to the Commission not less than 
sixty days prior to the effective date of such cancella- 


tion, termination or modification; providing, however, 
that in the event the non-member broker or dealer 
elects to cancel, terminate or modify the provisions of 
the bond upon notice of less than sixty days such non- 
member broker or dealar may do so on the condition 
that such non-member broker or dealer shall so notify 
the Commission not less than ten days prior to the 
effective date of such notice by providing the Commis- 
sion with either a copy of the replacement insurance 
contract or a copy of the replacement insurance con- 
tract or a copy of the binder for such contract. Any 
bond issued pursuant to this rule shall include a 
cancellation rider providing that the insurance carrier 
will use its best efforts to comply with the applicable 
reporting requirements of this rule. 


(d) Definitions - For the purpose of this rule: 


(1) The term “non-member broker or dealer” shall 
mean any broker or dealer registered under Section 15 
of the Act which is not a member of a national 
securities association registered with the Commission 
under Section 15A of the Act. 


(2) The term ‘substantial modification’ or ‘‘substan- 
tially modified’ shall mean any change in the type or 
amount of fidelity bonding coverage, or in the ex- 
clusions to which the bond is subject or any other 
change in the bond such that it no longer complies the 
requirements of this rule. 


Interested persons are invited to submit in writing their 
views and comments on the proposed amendments to the 
SECO Bonding Rule before September 3, 1976. Persons 
desiring to make written submissions should file: six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, DC 20549. All submissions should refer to File 
No. S7-650, and will be available for public inspection in the 
Commission's Public Reference Room, 1100 “L” Street, 
NW, Washington, DC. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' See Securities Exchange Act Release No. 12160 (March 3, 
1976). 


2 Ibid, at pp. 2-3. 
3 /bid, at p. 3, et seq. 


“However, in its release announcing adoption of the 
revisions to the exemptive provisions to the other SECO re- 
quirements, the Commission stated that it was considering 
further revision of the SECO Bonding Rule and might amend 
the exemptive provisions of that rule sometime in the future. 
See note 4, Securities Exchange Act Release No. 12160 
(March 3, 1976). 


5 The seven exchanges are: the New York Stock Exchange, 
Inc. (“NYSE”), the American Stock Exchange, Inc. (“ASE”), 
the Midwest Stock Exchange, Inc., the Boston Stock Ex- 
hange, the Philadelphia Stock Exchange, Inc. (formerly the 


SEC DOCKET/213 








PBW Stock Exchange, Inc. (““PBW”)), the Pacific Stock Ex- 
change, Inc. (“PSE”), and the Chicago Board Options Ex- 
change, Inc. (“CBOE”). The Commission has made a 
technical adjustment to paragraph (a) of the SECO Bonding 
Rule so as to reflect the new title of the successor organiza- 
tion to the PBW. See p. 16, /nfra. 


®One exception is the PSE. The PSE’s fidelity bonding re- 
quirements apply to every member and member organiza- 
tion. See Rule IX, Sections 7 and 8 of the PSE Rules (CCH 
PSE Manual, Paragraph 4775 and Paragraph 4780). 


7 The NASD's fidelity bonding requirements for its members 
are set forth in Article Ill, Section 32 (and Appendix ‘C’ 
thereto) of the NASD Rules of Fair Practice (CCH NASD 
Manual, Paragraph 2182). 


® The Securities Investor Protection Act of 1970, which is 
designed to provide certain financial protections for the ac- 
counts of customers of broker-dealers, created the 
Securities Investor Protection Corporation (“SIPC”), a non- 
profit membership corporation, to administer the protective 
provisions of the Act. The Act authorizes SIPC to maintain a 
fund to protect customers against losses of their funds and 
securities (up to certain statutory amounts) in the event of 
financial failure of a member firm. 


°It should be noted that many of these exchange-only 
members would be exempt from the bonding requirements 
of the paragraph (a) exchanges on another basis as well. For 
example, since many of them are sole proprietorships or 
one-man business entities they would not be able to acquire 
a fidelity bond in any event because of insurance industry 
practice; and therefore the paragraph (a) exchanges have 
exempted members in this category by administrative inter- 
pretation. For the same reason, both the SECO Bonding Rule 
and the NASD Bonding Rule exempt one-man business en- 
tities having no employees. (See paragraph (a) of the SECO 
Bonding Rule and paragraph (a) of the NASD’s Bonding 
Rule). 


'© See p. 16, infra. 


"' See p. 20, infra. In addition, the Commission understands 
that within the insurance industry the term “anniversary 
date” relates only to the date of issuance of a bond or any 
other insurance contract. Thus, in order to be consistent with 
insurance practice in this regard, the annual review dates 
should be tolled from either the date of issuance of the 
original (or previous) bond or from the date of issuance of a 
replacement bond. Proposed paragraph (c)(7) would make 
this clear. 


Furthermore, the Commission does not believe that this re- 
quirement will impose an undue or unnecessary burden on 
affected SECO broker-dealers. As noted above, a broker- 
dealer is likely to have its coverage cancelled, or to terminate 
its Coverage and acquire a replacement bond, as of the 
previous bond renewal date which normally coincides with 
the annual anniversary review date specified in paragraph 
(c)(5) of the SECO Bonding Rule. Moreover, even if the 
cancellation or termination occurs prior to the next review 
date an affected broker or dealer will have a burden of 
reviewing its coverage “prematurely” on that one occasion 
but thereafter it will be required to conduct its review only 
once annually, consistent with the review periods presently 
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specified in the Rule for all SECO broker-dealers subject to 
the bonding requirement. 


'2 See Securities Exchange Act Release No. 11497, dated 
June 26, 1975. These amendments became effective 
September 1, 1975. The Alternative Requirement is 
applicable only to broker-dealars which have not elected to 
operate pursuant to an exemption from Section 240.15c3-3 
through either paragraphs (k)(1) or (k)(2)(i). Broker-dealers 
which meet the criteria specified in paragraph (k)(2)(ii) of 
Section 240.15c3-3 and introduce all customer transactions 
on a fully disclosed basis are also eligible to operate under 
the Alternative Requirement, if they maintain minimum net 
capital of at least $100,000. 


'3 See paragraph )c) of the SECO Bonding Rule. 
'4 See p. 20, /nfra. 


's As noted above, the SECO Bonding Rule presently allows 
review and adjustment, if necessary, of a broker-dealer’s ex- 
isting bonding coverage only once annually, as of the an- 
niversary date of the bond's issuance 


This new requirement, however, is not intended to apply to a 
new registrant which utilizes the Alternative Method since it 
is required to have a bond that complies with the Rule once 
it commences business. The Commission also proposes 
technical revisions to paragraphs (c)(1) and (c)(5) of the 
SECO Bonding Rule to clarify this matter. See pp. 17 and 19 
infra. 


'6 This minimum three month period, of course, would com- 
mence with that first month when a broker-dealer begins to 
calculate its capital requirements in accordance with the 
Alternative Requirement. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12694/August 6, 1976 


See 


SECURITIES ACT OF 1933 
Release Nc. 5732/August 6, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12695/August 6, 1976 


In the Matter of 

BROOKS-HAMBURGER SECURITIES CO., INC. 
25 Broad Street 

New York, New York 


JAN BROOKS 
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11 Bernard Street 
Great Neck, New York 


MARVIN HAMBURGER 
269-11 79th Avenue 
New Hyde Park, New York 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In these broker-dealer proceedings' under the Securities Ex- 
change Act of 1934 as well as in connection with a pro- 
posed administrative proceeding, Brooks-Hamburger 
Securities Co., Inc. (‘Registrant’), a broker-dealer registered 
with the Commission pursuant to Section 15(b) of the 
Securities Exchange Act of 1934 (Exchange Act’), Jan 
Brooks (‘Brooks’), president of Registrant, and Marvin 
Hamburger (‘Hamburger’), secretary-treasurer of 
Registrant? have submitted Offers of Settlement which the 
Commission has determined to accept. Without admitting or 
denying the allegations in the Orders for Proceedings, 
respondents consent to findings of violations as alleged in 
the Orders and to the imposition of specified sanctions.* 


Accordingly, IT |S ORDERED that proceedings pursuant to 
Sections 15(b) and 19(h) of the Exchange Act be and they 
hereby are instituted. 


On the Basis of the Orders for Proceedings and the Offers of 
Settlement it is found that: 


(1) Registrant, Brooks and Hamburger wilfully violated 
and wilfully aided and abetted violations of Section 
10(b) of the Exchange Act and Rule 10b-6 thereunder 
in connection with transactions in the securities of 
Omni-Rex Health Systems, Inc. from on or about May 
1, 1974 to June 7, 1974. 


(2) Registrant and Brooks wilfully violated and wilfully 
aided and abetted violations of Section 17(a) of the 
Securities Act of 1933 and Sections 10(b) and 
15(c)(2) of the Exchange Act and Rules 10b-5 and 
15c2-7 thereunder in connection with transactions in 
the securities of |.T.S. Industries, Ltd. during the period 
from on or about August, 1973 to approximately 
March, 1975. 


The Commission further finds that it is in the public interest 
to impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT IS ORDERED that Registrant be, and it 
hereby is suspended from furnishing to any inter-dealer 
quotation system any bid or ask quotations or appearing in 
name only for a period of five (5) business days; and it is 
furthera020 

ORDERED that Brooks be, and he hereby is, suspended from 
association with any broker, dealer or investment company 
for a period of sixty (60) days; and it is further 


ORDERED that Hamburger be, and he hereby is, suspended 
from association with any broker, dealer, or investment com- 
pany for a period of ten (10) business days; and it is further 


ORDERED that the sanctions imposed with respect to 
Registrant and Brooks shall be effective at the opening of 


business on the second Monday after the date of this Order 
and that the sanction imposed with respect to Hamburger 
shall be effective at the expiration of Brook's sanction. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


‘In the Matter of Merit Investors Corp. et al. instituted on 
February 9, 1976. 





*Hamburger is a respondent only in the proposed 
proceeding, he is not a respondent In the Matter of Merit 
Investors Corp. et al. 


’ The findings herein are not binding on any other respon- 
dent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12696/August 6, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-8 


The Municipal Securities Rulemaking Board submitted on 
August 5, 1976 a proposed rule change under Rule 19b-4 
to establish uniform rules applicable to all participants in the 
municipal securities industry with respect to dissemination 
of quotations relating to municipal securities and reports of 
municipal securities transactions. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976, In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSRB-76-8. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/215 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 12697/August 9, 1976 


In the Matter of 
NEW YORK STOCK EXCHANGE, INC. 


11 Wall Street 
New York, New York 10005 


File No. SR-NYSE-76-26 
ORDER APPROVING PROPOSED RULE CHANGES 


On April 16, 1976, the New York Stock Exchange, Inc. (the 
“NYSE") filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the Act’) 15 
U.S.C. 78s(b), as amended by Pub. L. No. 94-29 (June 4, 
1975), and Rule 19b-4 thereunder, 17 CFR 240.19b-4, 
proposed rule changes to revise a number of rules and con- 
stitutional provisions, which relate to the regulation of the 
structure and composition of member organizations, in order 
to eliminate “unnecessary regulatory constraints on the 
capital raising efforts of member organizations” and permit 
utilization of ‘new avenues of equity and debt financing.” 
Notice of the proposed rule changes, together with the 
terms of substance, was given by publication of a Commis- 
sion release (Release No. 34-12409 (May 5, 1976)) in the 
Federal Register (41 FR 20032 (May 14, 1976)). Interested 
persons were invited to submit written data, views and 
arguments concerning the proposal by June 4, 1976. The 
Commission has not received any comments concerning the 
proposed rule changes. 


The overall approach taken by the NYSE in SR-NYSE-76-26 
represents a constructive, initial step in the eliminatin of un- 
due regulation of member organizations and their associated 
persons. The NYSE would reduce the regulation of member 
corporations with ‘freely transferable securities” by utilizing 
a new narrower definition, “‘publicly-held securities.” A 
“publicly held security’” would include any class of equity 
security issued by a member corporation which is owned 
beneficially by one hundred or more persons who are not 
members, allied members, or employees of such cor- 
poration. Current restrictions and limitations on freely and 
non-freely transferable securities and holders thereof 
generally are reduced and, in some cases, totally removed. 


With respect to Article |, Section 3(h), Article 1X, Sections 
7(b)(1), (g), (h), (i), and (j), of the NYSE Constitution and 
NYSE Rules 2, 85, 91, 92, 96, 98, 99, 100, 102, 104, 105, 
112, 113, 311, 312, 313, 314 (supplementary material 
only), 315, 317, 318, 320, 323, 324 and 345,’ the Com- 
mission finds that the proposed rule changes in SR-NYSE- 
76-26 are consistent with the requirements of the Act and 
rules and regulations thereunder applicable to national 
securities exchanges.’ 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, 15 USC. 78s(b)(2), that the proposed 
amendments to Article |, Section 3(h), Article IX, Sections 
7(b)(1), (g), (h), (i), and (j), of the NYSE Constitution and 
NYSE Rules 2, 85, 91, 92, 96, 98, 99, 100, 102, 104, 105, 
112, 113, 311, 312, 313, 314 (supplementary material 
only), 315, 317, 318, 320, 323, 324 and 345 be, and 
hereby are, approved. 
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For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





‘The Commission's approval of amendments to the rules, 
particularly Section 7(b)(1) of Article IX and Rules 318 and 
324, is subject, nevertheless, to the Commission's review 
pursuant to Section 31(b) of the Securities Acts 
Amendments of 1975. See, e.g., Securities Exchange Act 
Release No. 12157 (March 2, 1976). 


Section 7(g) of Article IX and Rule 311 are approved as filed 
in Securities and Exchange Commission File No. SR-NYSE- 
76-26 which reflects proposed rule changes covered by 
pending Securities and Exchange Commission File No. SR- 
NYSE-76-3. 


On August 6, 1976, the NYSE consented to an extension 
of time until October 15, 1976, within which the Commis- 
sion is required to act pursuant to Section 19(b)(2) of the 
Act on the proposed amendments to Rules 314 (body of the 
rule), "321, and 322 contained in Securities and Exchange 
Commission File No. SR-NYSE- 76-26. The Commission un- 
derstands that the NYSE will withdraw the proposed 
amendment to Rule 419, which was rescinded by the NYSE 
in Securities and Exchange Commission File No. SR-NYSE- 
76-25 (Securities Exchange Act Release No. 12550 (June 
17, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12698/August 9, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-9 


The Municipal Securities Rulemaking Board submitted on 
August 9, 1976, a proposed rule change under Rule 19b-4 
to require brokers, dealers and municipal securities dealers 
to send written confirmations of municipal securities trans- 
actions to customers and prescribe the type of information 
to be provided on the confirmations. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSRB- 76-9. 


Copies of the submission and of all written comments will be 
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available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12699/August 10, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-76-29 


The Pacific Stock Exchange Incorporated (“PSE”) submitted 
on August 9, 1976 a proposed rule change under Rule 1 9b- 
4 to amend Sections 39 and 84 of Rule VI of the PSE to 
enable Options Floor Officials to impose fines not exceeding 
$1,000 on members for conduct on the Options Trading 
Floor of the Exchange in violation of the Rules and Policies 
of the Exchange, and to provide that such fines can be 
appealed pursuant to the provisions of Section 84. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-PSE-76-29. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12700/August 11, 1976 


MODIFICATION OF SECO FEES AND ASSESSMENTS 


The Securities and Exchange Commission announced today 
that it has adopted modifications to its fee schedule and to 
the list of annual assessments for fiscal year 1976 payable 
to the Commisson by registered broker-dealers who are not 
members of the National Association of Securities Dealers, 
Inc. (“nonmember” or SECO” broker-dealers). The Commis- 
sion also has adopted amendments to Rule 15b9-2 (17 CFR 
§240.15b9-2) to conform the SECO fiscal year to the new 
federal fiscal year, October 1 - September 30.' Accordingly, 
SECO charges for fiscal year 1976 will be based upon the 
fifteen month period from July 1, 1975, to September 30, 
1976. Asa result of this change, the last date for filing Form 
SECO-4-76 is September 1, 19762 


Sections 15(b)(7) and 15(b)(8) (15 U.S.C. 780(b)(7) and 
(b)(8) of the Securities Exchange Act of 1934 (the Act”), as 
recently amended,’ authorize the Commission to collect 
such reasonable fees and charges as may be necessary to 
defray the costs of additional regulatory duties required to 
be performed with respect to nonmember broker-dealers 
and their associated persons.* Pursuant to these sections, 
the Commission's Rule 15b9-1 (17 CFR §240.15b9-11) es- 
tablishes initial entry fees and Rule 15b9-2 provides for an- 
nual assessments. Under the amendments adopted today, 
the special instructions to Form U-4 (formerly Form SECO- 
2) under Rule 15b9-1, which sets initial fees paid by SECO 
broker-dealers on behalf of new associated persons, are re- 
vised and a new SECO-4-76 under Rule 15b9-2, which es- 
tablishes the levels for annual nonmember assessments for 
the current fiscal year, is adopted. 


The Commission has this year determined to modify the an- 
nua! SECO assessment schedule to include a gross income 
levy, in order to mitigate possible inequities in the current 
assessment structure. Up to the present time, there has 
been no SECO levy directly related to the volume of business 
done by SECO firms; the main souce of SECO revenue has 
been the fees and assessments related primarily to the 
number of securities personnel employed by each firm. The 
Commission believes that a gross income assessment based 
upon securities revenue will produce a more equitable 
method of assessment and can be administered without un- 
due burden on SECO firms or the Commission. 


As a result of the introduction of the new gross income levy, 
certain other charges will be reduced, as indicated below. 


Initial Fees for Nonmember Broker-Dealers 


Rule 15b9-1 provides that every broker or dealer who 
becomes registered with the Commission and who does not 
make a bona fide application for membership to a registered 
securities association within 45 days of such registration 
must file with the Commission a Form U-4 on behalf of each 
associated person and pay to the Commission the fee 
prescribed by the form. This form also must be filed and an 
initial fee paid each time an individual becomes associated 
with a SECO -broker. The fee for fiscal year 1975 was $50; 
the reduced fee, to be set forth on the revised special in- 
structions to Form U-4, is $35.5 The text of the special in- 
structions to Form U-4, as adopted, is as follows: 
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SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
U-4 UNIFORM APPLICATION FOR SEURITIES AND 
COMMODITIES INDUSTRY REPRESENTATIVE 
AND/OR AGENT 


NON-MEMBER (“SECO”) BROKER-DEALERS 


1. Rule 15b8-1 under the Securities Exchange Act of 
1934 (‘Act’) provides that this Form must be filed by 


recover regulatory expenses for a 15-month period from 
July 1, 1975 to September 30, 1976. The basic 
membership assessment of $250 is retained; however, the 
annual personnel assessment paid by each firm for each 
associated person is reduced from $15 to $5. 


The revised special instructions to Form SECO-4-76 for 
computing and reporting gross income for assessment pur- 
poses are as follows: 





every broker or deater registered under Sections 15 or 
15B of the Act who is not a member of a registered 
securities association (e.g., the National Association of 
Securities Dealers, Inc.) for every associated person 
engaged directly or indirectly in securities activities for 
or on behalf of such non-member broker or dealer, 
before such person engages in any activities on behalf 
of such broker or dealer unless such broker-dealer is 
qualified for an exemption from compliance with this 
Rule. 


2.A filing fee of $35 must accompany this Form. A 
check should be made payable to the Securities and 
Exchange Commission and mailed with one (1) copy 
of this Form to the Office of the Comptroller. 


3. Under Sections 15(b), 17(a) and 23(a) fo the Act 
and the rules and regulations thereunder, the Commis- 
sion is authorized to solicit the information required to 
be supplied by this Form from associated persons of 
non-member (SECO) broker-dealers. Although it is not 
required that social security numbers be disclosed, 
such voluntary disclosure will assist the Commission 
in indentifying applicants and in promptly processing 
the Forms. Information supplied on this Form shall be 
non-public but will be available to any person to whom 
the Commission authorizes disclosure in the public in- 
terest. Routine uses of Form U-4 are described on the 
reverse side of these Special Instructions. 


4. A Form which is not prepared and executed in com- 
pliance with applicable requirements may be returned 
as not acceptable for filing. Acceptance of this Form, 
however, shall not constitute any finding that the in- 
formation submitted is true, current, or complete. 
Intentional misstatements or omissions of fact may 
constitute federal criminal violations. (See 18 U.S.C. 
1001 and 15 U.S.C. 78ff(a)). 


5. Applicants should note the provisions of Sections 
15(b)(7), (8) and (9) of the Securities Exchange Act of 
1934 and the Rules thereunder. 


Form SECO-5, setting an initial fee of $500 for new SECO 
broker-dealers, remains unchanged. 


Annual Assessments for Fiscal Year 1976 


The annual assessment for each fiscal year is set forth on 
Form SECO-4 for that year. As indicated above, the Com- 
mission has amended the annual SECO assessment struc- 
ture to provide for a .375% annual assessment, based upon 
the nonmember’s gross annual over-the-counter securities 
income as shown on the firm’s most recent Form X-17A-10 
required to be on file with the Commission under the Act. 
Because of the change in the Commission fiscal year from 
July 1 to October 1, the Commission must, for this year only, 
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FORM SECO-4-76 INSTRUCTIONS 


1. Rule 15b9-2 under the Securities Exchange Act of 
1934 (the “Act’’) provides that brokers or dealers 
registered with the Commission as of August 15, 
1976 who were nonmember brokers or dealers for at 
least 45 days immediately prior to that date or who 
were nonmember brokers or dealers for at least 90 
days during the period beginning July 1, 1975 and 
ending August 15, 1976 shall, on or before 
September 1, 1976, file Form SECO-4-76 and pay to 
the Commission a fee pursuant to Section 15(b)(8) fo 
the Act to defray certain costs of regulation for the 
fiscal year ending September 30, 1976. The term 
“nonmember broker or dealer’ is defined in paragraph 
(f)(2) of Rule 15b9-2. 


2. Rule 15b9-2 provides that brokers or dealers who 
were nonmember brokers or dealers for less than 180 
days during the period beginning July 1, 1975 and 
ending August 15, 1976 shall pay one-half the fees 
otherwise payable pursuant to Section 15(b)(8) for the 
fiscal year 1976. 


3. Checks should be made payable to the “Securities 
and Exchange Commission” and mailed to the Office 
of the Comptroller, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. 


4. If the space provided for any answer is insufficient, 
the complete answer should be prepared on a 
separate sheet which should be attached to the form 
and identified as ‘“Answer to Item . 


5. Failure to include or file information required to be 
reported or the making of any false statements may 
result in the institution of administrative or civil 
proceedings. Moreover, intentional misstatements or 
omissions of material facts constitute federal criminal 
violatons punishable by up to five years imprisonment 
and fines up to $10,000 for each offense. (See 18 
U.S.C. 1001 and Section 32(a) of the Act.) 


6. Willful nonpayment of fees prescribed by the Com- 
mission pursuant to its authority under Section 
15(b)(8) may result in the institution of disciplinary 
proceedings under Sections 15(b)(4) and 15(b)(5) of 
the Act. 


7. Each SECO broker-dealer subject to Rule 15b9-2 is 
to report gross income from over-the-counter transac- 
tions in corporate, state, municipal and other 
securities for the proceding calendar year. Please refer 
to Table A or your firm's Form X-17A-10 filed for 
calendar year 1975 for assistance in computing such 
gross income. Gross income includes profits, com- 
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missions, surcharges, concessions, fees, allowances, 
discounts and reimbursements for expenses before 
the deduction of any expenses other than any com- 
missions, concessions or other allowances paid to 
another member in connection with the execution or 
clearance of any transactions. Gross income does not 
include interest and dividends, transaction fees. com- 
missions derived from transactions executed on a 
national securities exchange or a foreign securities ex- 
change and fees received solely for investment ad- 
visory services. Also excluded are profits and losses 
derived from (1) transactions in which both the 
purchase and sale are executed outside the territorial 
limits of the United States, (2) transactions in ex- 
empted securities as defined in Section 3(a)(12) of the 
Act. (3) transactions in commercial bank time cer- 
tificates of deposit and commercial paper, which is 
defined to include drafts, bills of exchange, and 
bankers acceptances having maturities at the time of 
issuance of not exceeding one year, and (4) transac- 
tions in securities which are clearly identified by the 
firm to be held specifically for investment purposes as 
described in Section 1236 of the Internal Revenue 
Code. 


Notice of Due Date for Filing Form SECO-4-76 and Annual 
Assessments 


Broker-dealers filing Form SECO-4-76 and annual 
assessments should note that, because of the amendments 
to the SECO assessment schedule and to Rule 15b9-2, the 
due date for SECO assessments is September 1, 1976. 


Amendments to Rule 15b9-2 


The Commission believes it is appropriate to conform the 
SECO fiscal year, which is presently July 1 - June 30, to the 
new federal fiscal year, October 1 - September 30. Accord- 
ingly, the Commission has adopted amendments to Rule 
15b9-2 to reflect changes in the filing, payment and 
applicability dates resulting from the proposed new SECO 
fiscal year. The Commission also has adopted various 
technical amendments to the rule including clarifications of 
the usage of the terms ‘fee’ (generally a non-periodic 
charge based upon the occurrence of a specific event) and 
“assessment” (a regular, annual levy) and deletions of 
several sections of the rule which are no longer applicable. 


Statutory Basis for Competitive Considerations 


These modifications of fees and fiscal year 1976 
assessments for nonmember (SECO) broker-dealers and 
amendments to Rule 15b9-2 are adopted pursuant to the 
Securities Exchange Act of 1934 and particularly Sections 
15(b)(8), 15(b)(9), 17(a) and 23(a) thereof. The Commission 
finds that any burden imposed upon competition by the 
proposed amendments is necessary and appropriate in 
furtherance of the purposes of the Act, particularly to imple- 
ment the Commission's continuing mandate under Section 
15(b)(8) to collect such reasonable fees and charges as may 
be necessary to defray the costs of the specified regulatory 
duties required to be performed with respect to nonmember 
broker-dealers. 


Text of Rule 15b9-2 


Securities Exchange Act Rule 19b9-2 (Section 240.15b9-2) 


is amended to read as follows: 


§240.15b9-2 Annual assessment for registered 
brokers and dealers not members of a registered 
securities association. 


(a) Applicability. This rule shall apply to every non- 
member broker or dealer who, on August 15 of any 
particular year, has been a nonmember broker or 
dealer for a period of at least 45 days immediately 
prior to such date, and any other broker or dealer 
registered with the Commission on August 15 of any 
particular year who has been a nonmember broker or 
dealer for a period of at least 90 days after October 1 
of the previous year. 


(b) Assessments. On or before September 1 of each 
year, every broker or dealer to whom this rule applies 
shall file the Form SECO-4 provided for the particular 
fiscal year and pay the total assessments prescribed 
by the form. Such assessments shall include: (1) a 
base assessment applicable to all brokers or dealers, 
and (2) an assessment for each associated person 
engaged, directly or indirectly, in securities activities 
for or on behalf of the broker or dealer prior to August 
15 during the fiscal year, at any time in which the 
broker or dealer was a nonmember broker or dealer: 
Provided, however, that the assessment shall not be 
paid for any person who confines his securities ac- 
tivities to areas outside the United States, its 
territories and possessions, and who does not deal 
with or act for any U.S. resident or national wherever 
located. 


(c) Reductions. Brokers or dealers who were non- 
member brokers or dealers for less than 180 days 
shall pay one-half the assessments required by this 
rule. 


(d) Penalties. Every broker or dealer who fails to pay 
assessments as and when required by this rule shall 
pay an additional amount of $100 to defray the ad- 
ministrative costs incurred as a result of such failure. 


(e) Exemptions. A broker or dealer shall not be re- 
quired to pay the assessments required by this rule if: 


(1) He has made a bona fide application for 
membership to a registered securities association 
within 45 days of his becoming registered with the 
Commission as a broker or dealer and such application 
for membership is still pending on August 15 of the 
particular year in which the assessments are due; or 


(2)(i) His application for membership in a registered 
securities association has been denied or withdrawn, 
or his membership has been denied or withdrawn, or 
his membership has been terminated for any reason; 
(ii) he has immediately discontinued all securities ac- 
tivities: and (iii) he has filed Form BDW (Notice of 
Withdrawal From Registration) within 45 days after 
such denial, withdrawal, or termination; or 


(3)(i) He is a member of a national securities ex- 
change; (ii) he carries no accounts for customers; and 
(iii) his annual gross income derived from purchases 
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and sales of securities otherwise than on a national 
securities exchange of which he is a member is an 
amount no greater than $1,000, Provided however, 
that gross income derived from transactions otherwise 
than on such national securities exchange which are 
effected for his own account with or through another 
registered broker or dealer shall not be subject to such 
limitation. 


(f) Definitions. For the purpose of this rule: 


(1) The term “associated person” shall mean any 
partner, officer, director, or branch manager of a 
broker or dealer (or any person occupying a similar 
status or performing similar functions), or any natural 
person directly or indirectly controlling or controlled by 
such broker or dealer (other than one whose functions 
are solely clerical or ministerial), and any broker or 
dealer conducting business as a sole proprietor. 


(2) The term ‘nonmember broker or dealer’ shall 
mean any broker or dealer, including a sole proprietor, 
registered under Section 15 or 15B® of the Act. who is 
not a member of a registered securities association. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





'These amendments were published for comment in 
Securities Exchange Act Release No. 12490 (May 28, 
1976); 41 F.R. 23423 (June 10, 1976). Those comments 
received by the Commission have been given due considera- 
tion. 


2 Because of the changes to Form SECO-4-76 and to give 
respondents adequate time to file, the last date for filing and 
payment, for this year only, is extended to September 10, 
1976. 


3 The numbering of these sections was changed by the 1975 
Amendments to the Securities Exchange Act of 1934 (Pub. 
L. 94-29 (June 4, 1975)); they were formerly Sections 
15(b)(8) and 15(b)(9), respectively. 


* SECO fees and assessments are in addition to any charges 
levied by the Municipal Securities Rulemaking Board. 


5 This fee is in addition to the fee required by the Commis- 
sion pursuant to Rule 15b8-1 to defray the costs of ad- 
ministering qualifications examination and other expenses. 
This fee is presently $30. 


®This change became effective on July 5, 1976. See 
Securities Exchange Act Release No. 12468, 41 FR22820 
(June 7, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12701/August 12, 1976 
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NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC STOCK EXCHANGE. File No. SR-PSE-76-27. 


The Pacific Stock Exchange submitted on July 27, 1976, a 
proposed rule change under Rule 19b-4 to accommodate 
proposed amendments to Rule 15c3-1(b)(2) within Ex- 
change Rule V, Section 1. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written sub- 
missions should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commission, 500 
North Capital Street. Washington, D. C. 20549. Reference 
should be made to File No. SR-PSE-76-27. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N. W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12702/August 12, 1976 


Admin. Proc. File No. 3-5032 
In the Matter of 


NATIONAL ALFALFA DEHYDRATING AND 
MILLING COMPANY 
File No. 81-220 


ORDER GRANTING APPLICATION TO SECTION 12(h) OF 
THAT ACT 


The Securities and Exchange Commission has issued an 
Order granting the application of National Alfalfa 
Dehydrating and Milling Company, a Delaware corporation, 
pursuant to Section 12(h) of the Securities Exchange Act of 
1934, as amended, for an exemption from the provisions of 
Section 15(d) of that Act. 


It appeared to the Commission that the granting of exemp- 
tion would not be inconsistent with the public interest or the 
protection of investors. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12703/August 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-76-16 


The Chicago Board Options Exchange, Inc. (“CBOE”) sub- 
mitted on August 4, 1976, a proposed rule change under 
Rule 19b-4 to amend Rules 1.1(v), 4.17(a), 5.3(b), 5.6(a), 
6.2.01(a), 6.3(a), 6.4(a), 6.73(b) and 8.7(b)(ii) in order to 
permit selected securities that are traded in the over-the- 
counter market and not listed on any national securities ex- 
change to become underlying securities for options traded 
on the CBOE. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-CBOE-76-16. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N. W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12704/August 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
CHICAGO BOARD OPTIONS EXCHANGE, INC. (file No. SR- 
CBOE- 1976-15) 


The Chicago Board Options Exchange, Inc. (“CBOE”), sub- 
mitted on July 27, 1976, a proposed rule change under Rule 
19b-4 to amend Rule 9.22 of the CBOE Rules (‘Rule 9.22"), 
which sets forth fidelity bonding requirements for member 
firms, so that a member-subsidiary of another member that 
carries bonding coverage greater than the minimum re- 
quirements for the firm would not be permitted to have the 
amount of excess deductible in its bond substracted from its 
parent’s net worth, rather than from the subsidiary’s net 


worth, in the calculation of the subsidiary’s net capital pur- 
suant to Section 240.15c3-1 (the ‘Uniform Net Capital 
Rule’). At present, Rule 9.22 would permit a member sub- 
sidiary to do so, provided the parent guarantees the sub- 
sidiary’s net worth in writing. In this respect, it appears that 
Rule 9.22 is inconsistent with the purposes of the Uniform 
Net Capital Rule inasmuch as Appendix “C’ thereto pro- 
hibits flow through capital benefits of this kind. Accordingly, 
the proposed rule change is being made in order to render 
Rule 9.22 consistent with the purposes of the Uniform Net 
Capital Rule in this regard. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street. Washington, D.C. 20549. Reference should 
be made to File No. SR-CBOE-1976-15. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 ‘’L” Street, N.W., 
Washington, D.C. 20549. Copies of the filing will also be 
available at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19640/August 6, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-5654) 


ORDER AUTHORIZING PROPOSED AGREEMENT WITH 
COUNTY AUTHORITY FOR CONSTRUCTION OF 
POLLUTION CONTROL FACILITIES, ISSUANCE OF 
POLLUTION CONTROL NOTES IN CONNECTION 
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THEREWITH AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING 


Ohio Edison Company ("Ohio Edison’), an electric utility 
company and a registered holding company, and its electric 
utility subsidiary, Pennsylvania Power Company (Penn- 
sylvania’), have filed post-effective amendments to the 
application-declaration previously filed with this Commis- 
sion pursuant to Sections 6, 7 and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 44(b)(3) 
and 50 promulgated thereunder regarding the following 
proposed transactions. 


Ohio Edison, Pennsylvania, The Cleveland Electric 
Illuminating Company, Duquesne Light Company and The 
Toledo Edison Company (collectively referred to as the 
“CAPCO companies”) are joining in the construction of three 
coal-fired generating units, Bruce Mansfield Plant Units Nos. 
1, 2 and 3 (“units”) to be located on the Ohio River near 
Shippingport, Pennsylvania, which will be owned by them as 
tenants in common, except that The Toledo Edison Com- 
pany will not share in the ownership of Unit No. 1. Under 
present allocations, Ohio Edison will own 60% of Unit No. 1, 
39.3% of Unit No. 2 and 35.6% of Unit No. 3 and Penn- 
sylvania will own 4.2% of Unit No. 1, 6.8% of Unit No. 2 and 
2.68% of Unit No. 3. 


Under the Pennsylvania Industrial and Commercial Develop- 
ment Law, the Beaver County Industrial Development 
Authority (‘Authority’) is authorized to enter into 
agreements providing for the construction and financing by 
it of industrial development projects and the sale thereof to 
industrial occupants. The CAPCO companies have entered 
into such an agreement (the ‘‘agreement”) with the Authori- 
ty with respect to the construction and financing of pollution 
control and waste disposal equipment and facilities for the 
units (‘facilities’). 


Under the agreement the CAPCO companies will transfer to 
the Authority their respective interests in the facilities, sub- 
ject to the liens of their respective first mortgage indentures, 
and will be reimbursed for their cost of acquiring and con- 
structing the property so transferred. During the course of 
construction of the facilities, title thereto will be in the 
Authority. Upon the completion of each such portion, title to 
that portion will vest in the CAPCO companies. 


In order to finance the project, the Authority has heretofore 
issued and sold three series of its Pollution Control Revenue 
Bonds with respect to Ohio Edison and Pennsylvania. The 
Authority is expected to issue a fourth series of bonds 
(“Series D Bonds”) in aggregate principal amounts of up to 
$40,000,000 and $5,000,000 on behalf of Ohio Edison and 
Pennsylvania, respectively. The Series D Bonds are to be 
issued separately with respect to each company and the 
issuance of either company’s Series D Bonds is not depen- 
dent on the issuance of the other company’s Series D 
Bonds. 


The bonds will be issued pursuant to indentures supplemen- 
tal to separate trust indentures between the Authority and 
The Cleveland Trust Company, as Trustee (Trustee’’) dated 
as of June 1, 1973. The bonds will be sold at such time, in 
such amounts, at such interest rates and for such prices as 
Ohio Edison and Pennsylvania, respectively, may approve. 
Although the Authority will be the issuer of the bonds, as 
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required to exempt the interest thereon from federal income 
taxation, the credit of the Authority will not be pledged to 
the payment on the bonds. 


The Series D. Bonds issued with respect to Ohio Edison are 
to be used in part to refund the $24,825,000 principal 
amount of 1975 Series C Bonds issued with respect to Ohio 
Edison in this proceeding (HCAR No. 19003). Proceeds from 
the sale of the Pennsylvania Series D Bonds are to be used 
in part to refund the $2,750,000 principal amount of the 
1975 Series C Bonds issued with respect to Pennsylvania. 
The balance of the proceeds of each company’s Series D 
Bonds will be used to finance that company’s share of ad- 
ditional costs in connection with the construction of the 
pollution control facilities at the Bruce Mansfield units. 


Except to the extent used to refund Series C Bonds, the 
proceeds from the Series D Bonds with respect to Ohio 
Edison and Pennsylvania will be placed in a separate escrow 
account for use in connection with construction and finan- 
cing of the facilities. Ohio Edison and Pennsylvania intend to 
account for transactions related to the notes in conformity 
with the Uniform System of Accounts. 


Concurrently with the issuance and delivery by the Authority 
of the Series D Bonds, Ohio Edison and Pennsylvania will 
each execute and deliver its pollution control note (‘note’) 
payabie directly to the Trustee. Interest on such notes will be 
at the rates and will be payable at times corresponding to 
the rates of interest and times of payment on the bonds. The 
notes provide, among other things, that the amounts due 
thereunder must be paid whether or not the facilities are 
completed or perform satisfactorily and whether or not they 
are damaged or destroyed. The notes will be secured by a 
second lien on each company’s interest in the facility. 


The Series D Bonds are expected to be marketed pursuant 
to arrangements between the Authority and Morgan Stanley 
& Co., Inc. Ohio Edison and Pennsylvania will not be parties 
to any agreements evidencing such arrangements. It is 
stated that the interest rate which may be obtained in con- 
nection with the issuance of the Series D Bonds cannot be 
predicted. Ohio Edison and Pennsylvania state that they 
have been advised that interest payable on the Series D 
Bonds will be exempt from certain taxes and that such tax- 
exempt bonds have historically carried an annual interest 
rate lower than comparable taxable long-term bonds. 


Ohio Edison and Pennsylvania request an exception from the 
competitive bidding requirements of Rule 50 for the 
issuance and sale of the pollution control notes pursuant to 
Rule 50(a)(5). 


The Public Utilities Commission of Ohio and the Penn- 
sylvania Public Utility Commission have authorized certain 
aspects of the proposed transactions and no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 
Fees and expenses to be incurred in connection with the 
proposed transaction (exclusive of fees incurred in connec- 
tion with the sale of the bonds by the Authority) are es- 
timated at $32,200 for Ohio Edison, including Legal fees of 
$25,000 and $16,550 for Pennsylvania, including legal fees 
of $12,500. 


Due notice of the filing of said post- effective amendments & 
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the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (HCAR No. 
19601), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and no adverse findings 
are necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application-declaration, as further amended by said post- 
effective amendments, be granted and permitted to become 
effective. 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and the rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendments, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act, 
and subject further to the reservation of jurisdiction ordered 
below. 


IT IS FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved with respect to the terms of the notes and to the 
payment of the purchase price of the facilities by installment 
payments insofar as such notes and payments are affected 
by the effective interest rate or rates of the bonds to be 
issued and sold by the Authority. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19641/August 6, 1976 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5885) 


NOTICE OF PROPOSED AGREEMENT WITH MUNICIPAL 
AUTHORITY FOR CONSTRUCTION OF POLLUTION CON- 
TROL EQUIPMENT FINANCED BY SALE OF REVENUE 
BONDS 


NOTICE IS HEREBY GIVEN that Appalachian Power Com- 
pany (‘Appalachian’), an electric utility subsidiary company 
of American Electric Power Company, Inc., a registered 
holding company, has filed an application-declaration and an 
amendment thereto with this Commission designating Sec- 
tions 9(a), 10 and 12(d) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rule 44(b)(3) promulgated 
thereunder as applicable to the proposed transaction. All in- 
terested persons are referred to the application-declaration, 
as amended, which is summarized below, for a complete 


statement of the proposed transaction. 


Appalachian states that in order to comply with prescribed 
environmental quality control standards of the State of West 
Virginia it has been and will be necessary to construct a cer- 
tain high efficiency electrostatic precipitator (‘the Project’’) 
for particulate emission control and related facilities at its 
John E. Amos Generating Station (‘the Plant’’). By resolu- 
tion of February 7, 1975, Putnam County, West Virginia 
(“County”) determined that it would authorize and issue one 
or more series of its pollution control revenue bonds 
(“Revenue Bonds”) to finance the acquisition, construction 
and installation of the Project. 


Appalachian proposes to enter into an agreement of sale 
(“Agreement’’) with the County whereby the County will 
construct and equip the Project. To finance the Project, the 
County will issue Revenue Bonds in an initial principal 
amount of $25,000,000 ("Series A Bonds”) and additional 
Revenue Bonds in principal amounts presently estimated 
not to exceed $65,000,000, sufficient to cover construction 
costs of the Project. The proceeds from the sale of the Series 
A Bonds will be deposited by the County with a Trustee 
(“Trustee”) under an indenture to be entered into between 
the County and such Trustee (the “Indenture’) pursuant to 
which the Series A Bonds are to be issued and secured. 
Such proceeds will be applied to payment of the cost of con- 
struction of the Project. The Agreement also will provide for 
the sale of the Project to Appalachian, the payment by Ap- 
palachian of the purchase price of the Project in semi-annual 
installments over a term of years, and the assignment and 
pledge to the Indenture Trustee of the County’s interest in, 
and of the monies receivable by the County under, the 
Agreement. 


The Agreement will provide that each installment of the 
purchase price for the Project payable by Appalachian will 
be in such an amount (together with other monies held by 
the Trustee under the Indenture for that purpose) as will 
enable the County to pay, when due, (i) the interest on the 
Revenue Bonds, any additional bonds and any refunding 
bonds, (ii) the principal amount of the Revenue Bonds, any 
additional bonds and any refunding bonds payable at the 
time of their respective stated maturities and (ili) amounts, 
including any accrued interest, payable in connection with 
any mandatory redemption of the Revenue Bonds, any ad- 
ditional bonds or any refunding bonds. The Agreement also 
obligates Appalachian to pay the fees and charges of the 
Trustee, as well as certain administrative expenses of the 
County. The Agreement further provides that Appalachian 
may prepay the purchase price of the Project (i) by paying. 
under certain conditions, amounts sufficient to redeem all 
the Revenue Bonds then outstanding and all other amounts 
payable under the Indenture or (ii) at any time by depositing 
in the Indenture’s Bond Fund or delivering to the Trustee 
amounts sufficient to provide for the release of the Inden- 
ture. Upon prepayment, Appalachian may terminate the 
Agreement. 


Appalachian proposes to convey equipment previously con- 
structed (the “Existing Facilities”), subject to Appalachian’s 
First Mortgage Lien to the County, and Appalachian will 
receive out of the Revenue Bond proceeds, an amount equal 
to Appalachian’s original cost of the Existing Facilities. The 
Existing Facilities will thereupon become a part of the Pro- 
ject. Proceeds received by Appalachian in reimbursement of 
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the cost of construction, as defined in the Agreement, are to 
be ‘applied in connection with its 1976 construction 
program. Appalachian estimated that its construction costs 
in 1976 will be approximately $137,000,000. Appalachian 
had expended $5,748,000 for the Existing Facilities as of 
March 31, 1976, and it is estimated that the Project will 
cost approximately $90,000,000. 


It is contemplated that the Revenue Bonds will be sold by 
the County pursuant to arrangements with a group of un- 
derwriters represented by Blyth Eastman Dillon & Co. Incor- 
porated. In accordance with the laws of the State of West 
Virginia, the interest rate to be borne by the Revenue 
Bonds will be fixed by the County Commission of the 
County. While Appalachian will not be a party to the 
underwriting arrangements for the Revenue Bonds, the 
Agreement will provide that the terms of the Revenue 
‘Bonds and their sale by the County shall be satisfactory 
to Appalachian. 


Appalachian has been advised that the annual interest rates 
on obligations, interest on which is tax exempt, historically 
have been and can be expected at the time of issue of the 
Revenue Bonds to be 112% to 22% lower than the rates 
on obligations of like tenor and comparable quality, in- 
terest on which is fully subject to federal income tax. 


The Series A Bonds will be dated on or about the first day of 
the month in which they are issued, will bear interest 
seminannually and will mature at a date or dates not more 
than 30 years from the date of their issuance. It is expected 
that the Series A Bonds will not be redeemable at the option 
of the County within 10 years from their issue date except 
under certain circumstances. Series A Bonds will be subject 
to mandatory redemption under the circumstances and 
terms specified in the Indenture. 


The fees and expenses incident to the proposed dispostion 
of the Existing Facilities and the acquisition of the Project (as 
distinguished from and excluding fees and expenses incident 
to the sale of the Revenue Bonds by the County payable out 
of the proceeds of the sale) will be supplied by amendment. 
It is stated that the Virginia State Corporation Commission 
and the West Virginia Public Service Commission have 
jurisdiction over the proposed transaction and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 31, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by the application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by maii upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended, or 
as it may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 


224/SEC DOCKET 


Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19642/August 6, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5732/August 6, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19643/August 9, 1976 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-5741) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
RAIL CARS BY LEASE AND ISSUANCE OF LOAN GUAR- 
ANTEES IN CONNECTION WITH LEASE OF RAIL CARS 
AND RAILROAD REPAIR SHOP AND GRANTING EXCEP- 
TION FROM COMPETITIVE BIDDING 


Southwestern Electric Power Company (’“SWEPCO”), an 
electric utility subsidiary company of Central and South 
West Corporation (“CSW”), a registered holding company, 
has filed post-effective amendments to its application- 
declaration previously filed with this Commission pursuant 
to Sections 6(a), 7, 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50 promulgated 
thereunder regarding the following proposed transactions. 


By order dated April 6, 1976 (HCAR No. 19468) issued in 
this proceeding, SWEPCO was authorized to acquire, con- 
struct and operate a unit train repair shop near Alliance, 
Nebraska. The shop is to be used for the maintenance and 
repair of railroad cars to be used for the transportation of 
coal to SWEPCO generating plants. The order stated that 
any financing, leasing or conditional purchase arrangements 
of the shop would be the subiect of further order by the 
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Commission. 


SWEPCO has now filed post-effective amendments propos- 
ing (i) the acquisition of 363 gondola rail cars and (ii) the 
leasing of the shop and the cars (collectively, the ‘‘project’’) 
as described further below. 


SWEPCO proposes to enter into a Participation Agreement 
(“agreement”) dated as of July 1, 1976, among it, City 
Island Coal Company (the ‘‘lessor’’) and an institutional in- 
vestor (the “‘lender’’). The agreement will obligate SWEPCO 
to convey its interest in the project to the lessor on the clos- 
ing date of the transaction. As explained further below, 
SWEPCO will then lease the project back from the lessor. 


Under the agreement, the lessor will issue and sell a $14.- 
600,000 principal amount 9 3/8% nonrecourse note due 
August 1, 1996 (“note”) to the lender. Proceeds of the note 
will be used by the lessor to reimburse SWEPCO for its ex- 
penses incurred towards the acquisition and construction of 
the project and to complete such acquisition and construc- 
tion. 


The note is to be a limited, nonrecourse obligation of the 
lessor, payable solely from rentals received under the lease 
and any money held by the lessor as proceeds from the sale 
of the note. The note will be unconditionally guaranteed as 
to principal, premium and interest by SWEPCO. 


The note will be subject to redemption at SWEPCO’s option 
at redemption prices equal to the principal amount plus one 
year’s interest if redeemed during the 12-month period 
beginning August 1, 1976, and declining by equal in- 
crements to 100% of principal amount if redeemed during 
the 12-month period beginning August 1, 1995. No optional 
redemption may be made prior to August 1, 1986 in con- 
nection with any refunding of the note at an interest cost of 
less than the interest rate borne by the note. The note is also 
subject to mandatory redemption at par plus accrued in- 
terest upon any extraordinary lease termination in connec- 
tion with casualty losses, condemnations or similar events 
under the lease. 


SWEPCO and the lessor will enter into a lease (“‘lease”’) un- 
der which the lessor will lease the project to SWEPCO for a 
term extending until August 1, 1996. SWEPCO will pay 
semiannual base rentals of $814,763.19 which will be suf- 
ficient to pay the installments of principal and interest on the 
note. SWEPCO also is obligated to pay supplemental rentals 
to cover all of the lessor’s expenses and costs in connection 
with the project as well as other liabilities and obligations 
assumed by SWEPCO under the lease. The lease is a net 
lease under which SWEPCO agrees, among other things, to 
pay all taxes and charges on the project assessed against 
the lessor. 


Under the lease, SWEPCO is obligated in the event of any 
damage, casualty, loss, destruction, condemnation or taking 
by eminent domain with respect to a project component 
which materially adversely affects the usefulness thereof to 
SWEPCO, either (i) to replace, rebuild or restore such com- 
ponent or (ii) to terminate the lease with respect to such 
component. Upon any such termination, SWEPCO is 
obligated to purchase the component at its then “termina- 
tion value,” as determined under the lease. The lease also 
enumerates various events of default and specifies remedies 


which may be taken by the lessor upon the occurrence 
thereof. Such remedies include the right to take possession 
of project components, lease project components to others 
or the right to require SWEPCO to purchase project com- 
ponents at their then termination value. 


The lease gives SWEPCO the option at any time prior to 
February 1, 1996, to repurchase any project component by 
the assumption of partial liability, on a pro rata basis, on the 
notes, such partial liability to be in that proportion which the 
termination value of such project component bears to the 
termination value of the entire project. The lease also gives 
SWEPCO the option to sublease the project to a third party 
with the consent of the lessor. 


SWEPCO states that it intends to include the full amount of 
its lease rental payments in determining its fuel costs for 
purposes of the fuel cost adjustment clauses in its rates, 
subject to applicable regulatory authorities. In the event of 
any sublease of the project, sublease payments received by 
SWEPCO will be credited to its fuel costs for purposes of the 
fuel cost adjustment. SWEPCO also states that the project 
does not fall within the allowable categories of bondable 
property under SWEPCO’s First Mortgage Indenture. 


SWEPCO requests an exception from the competitive bid- 
ding requirements of Rule 50, pursuant to Section (a)(5) 
thereof, for the issuance of its guarantees under the agree- 
ment. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. Fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $125,000, in- 
cluding legal fees of $33,000. 


Due notice of the filing of said application-declaration, as 
further amended by said post-effective amendments, has 
been given in the manner prescribed by Rule 23. 
promulgated under the Act (HCAR No. 19606), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of facts in the record, it is hereby found that 
the applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as further amended by said post-effective 
amendments, be granted and permitted to become effective: 


IT !S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as further amended by said post-effective amendments, be, 
and it hereby is, granted and permitted to become effective 
foriiiwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that no rail transportation ser- 
vices utilizing the subject cars shall be provided by SWEPCO 
for any associated company in the CSW System except pur- 
suant to further order of this Commission. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19644/August 10, 1976 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


(70-5883) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF $75,- 
000,000 PRINCIPAL AMOUNT OF DEBENTURES AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Consolidated Natural Gas 
Company (‘Consolidated’), a registered holding company, 
has filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the following 
proposed transaction. All interested persons are referred to 
the declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Consolidated proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, $75,000,000 prin- 
cipal amount of __.% Debentures Due September 1, 1996. 
The interest rate (which will be a multiple of 1/8 of 1%) and 
the price, exclusive of accrued interest, (which will be not 
less than 99% or more than 102% of the principal amount 
thereof) wili be determined by competitive bidding. The 
debentures will be issued as a new series under a Sixth 
Supplemental Indenture, dated as of September 1, 1976, to 
the Indenture between Consolidated and Manufacturers 
Hanover Trust Company, New York, New York, as Trustee, 
dated as of May 1, 1971. The Indenture includes a prohibi- 
tion until September 1, 1981, against redeeming the issue 
with or in anticipation of funds borrowed at a lower effective 
interest cost. The debentures will be subject to an annual 
sinking fund of $4,700,000 commencing September 1, 
1981, which will leave $4,500,000 principal amount 
thereof to be redeemed at maturity. The proceeds of the sale 
of the debentures will be used to finance, in part, the 1976 
capital expenditures of Consolidated’s subsidiary companies, 
presently estimated at $191,700,000, of which about 80% 
will be applied to gas supply projects. 


It is stated that the fees and expenses to be incurred in con- 
nection with the proposed transaction are estimated at 
$149,000, including $25,000 service charges of the system 
service company at cost and accountants fees’ and expenses 
of $13,500. The fees and expenses of counsel for the un- 
derwriters are to be paid by the successful bidders, and the 
amount thereof will be supplied by amendment. 


It is further stated that no State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may. not later than September 3, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
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mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19645/August 10, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-5654) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
OVER TERMS OF POLLUTION CONTROL NOTES AND 
AGREEMENT REGARDING CONSTRUCTION OF POL- 
LUTION CONTROL FACILITIES 


Ohio Edison Company ("Ohio Edison’), a registered holding 
company, and its electric utility subsidiary, Pennsylvania 
Power Company (‘’Pennsylvania’’), have filed with this Com- 
mission a post-effective amendment to their application- 
declaration previously filed and amended in this matter pur- 
suant to Sections 6(a), 7 and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rules 44(b)(3) 
and 50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transactions. 


By order dated August 6, 1976 (HCAR No. 19640), Ohio 
Edison and Pennsylvania were authorized to enter into an 
agreement (‘‘agreement’’) with the Beaver County Industrial 
Development Authority (“Authority”) in connection with the 
construction of certain pollution control facilities. Jurisdic- 
tion was reserved with respect to terms of pollution control 
notes (‘‘notes”’) to be issued by Ohio Edison and Penn- 
sylvania and with respect to terms of the agreement in so far 
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as those terms were to be affected by the effective interest 
rates of Pollution Control Revenue Bonds (‘bonds’) to be 
issued and sold by the Authority. 


By further post-effective amendment filed in this 
proceedings, it is stated that the first series of bonds to be 
sold with respect to Pennsylvania, 7 7/8% Pollution Control 
Revenue Bonds 1976 Series D (Pennsylvania Power Com- 
pany Mansfield Project), in the aggregate principal amount 
of $5,000,000 has been priced to provide an effective in- 
terest rate of 8.093% per annum. The first series of bonds to 
be sold with respect to Ohio Edison, 7 7/8% Pollution Con- 
trol Revenue Bonds 1976 Series D (Ohio Edison Company 
Mansfield Project), in the aggregate principal amount of 
$40,000,000 has been priced to provide an effective in- 
terest rate of 8.093% per annum. 


The Public Utilities Commission of Ohio and the Penn- 
sylvania Public Utility Commission have authorized the 
proposed transactions and no other state commission and 
no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers, that said 
application-declaration, as further amended by said post- 
effective amendment, be granted and permitted to become 
effective and that the jurisdiction heretofore reserved be 
released: 


IT 1S ORDERED, pursuant to the application provisions of 
the Act and rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendment, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


IT 1S FURTHER ORDERED that the jurisdiction heretofore 
reserved with respect to terms of the agreement and notes 
insofar as they are affected by terms of the Series D Bonds, 
be, and it hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19646/August 11, 1976 


In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 


First National Building 
Little Rock, Arkansas 72203 


(70-5888) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARY COMPANY TO 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, and Arkan- 
sas Power & Light Company (‘Arkansas’), a public-utility 
subsidiary company of Middle South, have filed an applica- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Sections 
6(b), 9(a), 10, and 12(f) of the Act and Rule 43 promulgated 
thereunder as applicable to the proposed transaction. All in- 
terested persons are referred to the application, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


Arkansas proposes to issue and sell to Middle South (the 
holder of all of the issued and outstanding shares of Arkan- 
sas’ common stock, $12.50 par value per share), and Middle 
South proposes to acquire, 1,200,000 additional shares of 
Arkansas’ common stock for an aggregate purchase price of 
$15,000,000 in cash. Upon completion of the foregoing 
transaction, Arkansas will have issued and outstanding 
28,236,773 shares of common stock, which will be stated 
in its capital common stock account at an aggregate of 
$352,960,000. Arkansas proposes to use the net proceeds 
from the sale of the additonal common stock to reduce its 
short-term indebtedness which will have been incurred to 
finance its construction program. Arkansas’ construction 
program is estimated at $195,700,000 for 1976. 


It is stated that the Arkansas Public Service Commission and 
the Tennessee Public Service Commission have jurisdiction © 
over the issuance and sale of the common stock by Arkansas 
and that no other State commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. It is further stated that expenses an- 
ticipated in connection with the proposed transaction are es- 
timated at $4,000, including legal fees of $2,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 10, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should. be addressed: Secretary, Securities and Exchange 
Commission, Washington D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
applicants at the above-stated addresses, and proof of ser- 
vice (by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time after 
said date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
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hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19647/August 12, 1976 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5882) 
NOTICE OF PROPOSED SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Indiana & Michigan Electric 
Company (“l&M"), an electric utility subsidiary company of 
American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed a declaration with this 
Commission designating Section 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 44 
promulgated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the declaration, 
which is summarized below, for a complete statement of the 
proposed transaction. 


1&M proposes to sell to United Telephone Company of In- 
diana, Inc. ("United"), which is not affiliated with either 1&M 
or AEP, 2587 of I&M's poles iocated in certain portions of 
the State of Indiana in which both companies operate. 


The purchase is made pursuant to a Joint Use Agreement 
between I&M and United dated January 1, 1969. By this 
agreement, either party has the option to purchase from the 
other any number of poles up to the number necessary to 
obtain the objective percentage by that party of the jointly- 
used poles specified in the agreement. United has exercised 
its option to purchase 2587 of |&M’s poles which will give it 
ownership of 45% of the jointly-used poles under the agree- 
ment. The selling price, which is based on the depreciated 
replacement cost, will be $128,930. The original installed 
cost of these facilities was $138,686. 


The fees and expenses to be incurred by !&M or AEP in con- 
nection with the proposed transaction are estimated at 
$2,300. It is stated that the Public Service Commission of In- 
diana has jurisdiction over the proposed transaction and that 
no other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 


may, not later than September 7, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
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his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9347/July 8, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5724/July 8, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9390/August 6, 1976 


In the Matter of 

WEEDEN CORPORATE BOND TRUST, 
SERIES 1 

(AND SUBSEQUENT SERIES) 

and 

WEEDEN & CO. 

25 Broad Street 

New York, New York 10004 


(812-3974) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 14(a) OF THE ACT AND RULES 19b-1 AND 22c- 
1 THEREUNDER. 


On July 12, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9351) of an application filed on June 
25, 1976, by Weeden Corporate Bond Trust, Series 1 (‘First 
Trust’) and its sponsor, Weeden & Co. (““Sponsor’’) (collec- 
tively the ‘Applicants’), pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘Act’) for an order of the 
Commission exempting the First Trust and Subsequent 
Series (hereinafter referred to collectively as ‘‘Trusts’”’) from 
the provisions of Section 14(a) fo the Act, and exempting 
the frequency of capital gains distributions of the Trusts and 
the secondary market operations of the Sponsor from the 
provisions of Rule 19b-1 and Rule 22c-1, respectively, un- 
der the Act. 


The notice gave interested persons an opportunity to request 
a hearing, and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 
14(a) of the Act and Rules 19b-1 and 22c-1 under the Act, 
to the extent requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9391/August 9, 1976 


In the Matter of 

LIGHTHOUSE FUND B, INC. 

2211 Congress Street 

Portland, Maine 04112 

(811-1994) 

NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Lighthouse Fund B, Inc. 


(“Applicant’’), registered under the Investment Company Act 
of 1940 (the Act”) as a diversified, open-end, management 
investment company, filed an application on July 20, 1976, 
pursuant to Section 8(f) of the Act, for an order of the Com- 
mission declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant, a Delaware corporation, registered under the Act 
on December 31, 1969. Applicant states that, on June 24, 
1976, at a Special Meeting of shareholders, the sale of sub- 
stantially all of Applicant's assets to Sigma Capital Shares, 
Inc. (Sigma’’), an open-end, diversified, management in- 
vestment company registered under the Act, in return for 
shares of Sigma, was approved by Applicant's shareholders. 
Thereafter, on June 25, 1976, the sale of Applicant's assets 
to Sigma was consummated. Applicant states that the 
Sigma shares received in the sale have been distributed, pro- 
rata, to its shareholders and that as a consequence, Appli- 
cant is a shell corporation and will be dissolved in accor- 
dance with Delaware law. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, and upon the taking effect of such order, the registra- 
tion of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 2, 1976, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicant at the ad- 
dress stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule O- 
5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued to this matter, including the date of the hear- 
ing (if ordered) and postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 9392/August 10, 1976 
In the Matter of 


MERRILL LYNCH READY ASSETS TRUST 

MERRILL LYNCH ASSET MANAGEMENT, INC. 
MERRILL LYNCH GOVERNMENT SECURITIES, INC. 
One Liberty Plaza 

165 Broadway 

New York, New York 10006 


(812-3809) 


ORDER PURSUANT TO SECTIONS 6(c) AND 17(b) OF THE 
ACT GRANTING AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 17(a) FOR CERTAIN TRANSACTIONS 


Merrill Lynch Ready Assets Trust (‘Trust’), Merrill Lynch 
Asset Management, Inc. (“MLAM”), and Merrill Lynch 
Government Securities, Inc. (‘"GSI"’) (collectively referred to 
as “‘Applicants’’) filed an application on May 12, 1975, and 
amendments thereto on June 1 and June 25, 1976, pur- 
suant to Sections 6(c) and 17(b) of the Investment Company 
Act of 1940 ("Act’’) for an order of the Commission for an 
exemption to permit the Trust and MLAM to engage in cer- 
tain principal transactions with GSI which would otherwise 
be prohibited by Section 17(a) of the Act. 


On July 8, 1976 a notice (Investment Company Act Release 
No. 9345) was issued of the filing of such application. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption, subject to the con- 
ditions set forth below, is appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairiy intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Sections 6(c) and 17(b) of the 
Act, that the application for exemption from Section 17(a) of 
the Act be, and hereby is, granted, effective forthwith, sub- 
ject to the following conditions to which Applicants have 
consented: 


(1) The exemption will only apply to the short-term 
United States Government securities and Government 
agency securities in which the Trust may invest: 


(2) All transactions will originate with the Trust or 
MLAM and not with GSI. No solicitations will be made 
of the Trust or MLAM by GSI. In discussions with 
respect to proposed transactions between the Trust 
and GSI, GSI personnel will confine their activities to 
the response to inquiries from the Trust or MLAM con- 
cerning available inventory, ideas as to advantageous 
trades and other money market information. Neither 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
(“Merrill Lynch”) nor Merril Lynch & Co., Inc. will have 
any involvement with respect to proposed transac- 
tions between the Trust and GSI and neither will 
attempt to influence or control in any way the placing 
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by the Trust or MLAM of orders with GSI; 


(3) Before any transaction will be executed with GSI, & 


the Trust or MLAM will obtain such information as 
they deem necessary to determine the most favorable 
price (determined in accordance with the provisions of 
paragraph (4) below) available with respect to the 
transaction. Before any transaction will be executed 
with GSI, the Trust or MLAM must check at least 
three other dealers to obtain a competitive quotation. 
With respect to prospective purchases of securities, 
these dealers must be those who have money market 
securities of the categories and the type desired in 
their inventory and who are in a position to quote 
favorable prices with respect thereto. With respect to 
the prospective dispositon of securities, these dealers 
must be those who in the experience of the Trust are 
in a position to quote favorable prices; 


(4) A determination will be required in each instance, 
based upon the information available to the Trust and 
MLAM, that the price available from GSI is ‘better 
than” that available form other sources, the GSI 
quotation must be at least one basis point better than 
that available from other sources if the quotation is 
made in terms of yield basis; if the quotation is made 
in terms of a dollar price, it must be at least 1/64 of a 
dollar better than the quotation from other sources; 


(5) GSI's dealer spread in regard to any transaction 
with the Trust will be no greater than its customary 
dealer spread, which in turn will be consistent with the 
average or standard spread charged by dealers in 
money market securities for the type of security and 
the size of transaction involved; 


(6) The exemption will be subject to any regulations 
promulgated by the Securities and Exchange Comis- 
sion under Section 11?UA?(KffI((B) of the Securities 
Exchange Act of 1934 which would otherwise prohibit 
or restrict in any way the ability of the Trust and/or its 
investment adviser to conduct principal transactions 
with GSI; 


(7) The exemption will be valid only so long as MLAM 
and GSI operate as separate entities within the 
holding company framework of Merrill Lynch & Co., 
Inc. with their own separate officers and employees, 
separate capitalization, and separate books and 
records; 


(8) The Trust and MLAM will maintain records with 
respect to their transactions with GSI, including 
documentation of having obtained quotations from at 
least three other dealers with respect to each transac- 
tion. A schedule of all transactions with GSI will be fil- 
ed with the periodic reports (N-1Q) filed by the Trust 
with the Commission under the Act; 


(9) The Law and Compliance Division of Merrill Lynch 
will prepare guidelines for GSI personnel to make cer- 
tain that the no-solicitation policy is followed, that the 
Trust receives rates as favorable as other institutional 
purchasers buying in the same quantities, and that the 
parties maintain arm’s-length relationships. The Law 
and Compliance Division will periodically monitor the 
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activities of GSI in this regard to make certain that the 
above policy is adhered to; and 


(10) The Audit Committee of the Board of Trustees of 
the Trust, consisting of the independent Trustees, will 
prepare guidelines for the Trust and MLAM to make 
certain that the Trust is obtaining best price and ex- 
ecution with respect to any transactions with GSI and 
that the above procedures are followed in all respects. 
The Audit Committee will periodically monitor the ac- 
tivities of the Trust and MLAM in this regard to insure 
that these matters are being accomplished. 


For the Commission, by the Division of the Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9393/August 11, 1976 


In the Matter of 


TRINWALL CASH RESERVE, INC. 
61 Broadway 
New York, New York 10006 


(812-3968) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Trinwall Cash Reserve, Inc. 
(“Applicant’’), a diversified, open-end management invest- 
ment company registered under the Investment Company 
Act of 1940 ("‘Act’’), filed an application on June 1, 1976, 
for an order of the Commission pursuant to Section 6(c) of 
the Act declaring that John K. Lundberg (“Lundberg”) shall 
not be deemed an “interested person” of Applicant within 
the meaning of Section 2(a)(19) of the Act by reason of be- 
ing a director of a company which, through a wholly-owned 
subsidiary, has a wholly-owned broker-dealer subsidiary. All 
interested persons are referred to the application on file with 
the Commission for a statement of the representations made 
therein, which are summarized below. 


Applicant states that Lundberg, a member of the Board of 
Directors of the Applicant, is also a director of Crum & 
Foster (“C&F'’), an insurance holding company. C&F wholly 
owns numerous subsidiaries including the Securance Cor- 
poration, Inc. (“Securance”’) which in turn has a wholly- 
owned subsidiary, Continental Estate Planning Associates, 
Inc. (“Continental”), a registered broker-dealer under the 
Securities Exchange Act of 1934 (Exchange Act’). Appli- 
cant further states that Continental, pursuant to dealer con- 
tracts, offers for sale to the public shares of open-end invest- 
ment companies of which none are affiliated with Applicant 
or its manager and distributor, F. Eberstadt & Co. 


(“Manager’’). It states that Continental does not otherwise, 
directly or indirectly, act as a broker or dealer; but that solely 
because it sells shares of investment companies, Continental 
has registered as a broker-dealer and has become a member 
of the National Association of Securities Dealers, Inc. Appli- 
cant further states that neither C&F nor Securance nor Con- 
tinental has ever engaged in any securities transactions on 
behalf of Applicant or its Manager or participated in the dis- 
tribution of Applicant's shares. Applicant further represents 
and warrants that, so long as Lundberg remains one of its 
directors and also a director of C&F, the Applicant will not 
knowingly purchase any securities from or through, or sell 
any securities to or through, C&F or any subsidiary of C&F 
and neither C&F nor any of its subsidiaries will be permitted 
to participate in the distribution of Applicant's shares. 


Applicant states that as a director, Lundberg shares in the 
general responsibility for the management of C&F but in no 
Way participates in the day to day operations of C&F. It 
further states that Lundberg is not an officer of C&F or a 
director or officer of Securance or Continental or in any other 
way a participant in the day to day operations of Securance 
or Continental. 


Section 2(a)(19) of the Act, in part, defines an “interested 
person” of an investment company to include any broker or 
dealer registered under the Exchange Act, or any affiliated 
person of such broker or dealer, Section 2(a)(3) of the Act, in 
part, defines an affiliated person of another person to include 
any director of such other person. 


Lundberg, as director of C&F, is an affiliated person of C&F 
and therefore may be considered an affiliate of its wholly 
owned subsidiary Continental, which is a broker-dealer 
registered under the Exchange Act. Thus, Lundberg may be 
considered an interested person of Applicant. Applicant con- 
tends that Mr. Lundberg is in fact an independent director of. 
the Fund and that his relationship with it and the manager is 
in no way altered by his being a director of C&F. Applicant 
also notes that on February 12, 1976 the Commission, in 
Investment Company Act Release No 9155, granted a 
similar request of Trinwall Bond Fund, Inc., which shares the 
same investment adviser as the Fund, by issuing an order 
that Mr. Lundberg was not to be considered an “interested 
person” of that fund solely by reason of his directorship with 
C&F. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person from any 
provision of the Act or from any rule or regulation under the 
Act if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 3, 1976, at 5:30 p.m., sub- 
mit to the Commisison in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shali order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
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stated above. Proof of such service (by affidavit, or in case of 
an attorney at law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application herein may be isued as of 
course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9394/August 11, 1976 


In the Matter of 


READY RESERVES TRUST 
100 Federal Street 
Boston, Massachusetts 02110 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 UNDER THE ACT 


On July 9, 1976, a notice was issued (Investment Company 
Act Release No. 9348) of an application filed on May 17, 
1976 by Ready Reserves Trust (‘Applicant’), an open-end, 
diversified management company registered under the 
investment Company Act of 1940 (‘Act’), for an order pur- 
suant to Section 6(c) of the Act exempting Applicant from 
the provisions of Rule 19b-1 under the Act 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) fo the Act, that the 
daily declaration and monthly distribution of long term 
capital gains by the Applicant be, and is hereby exempted 
from, the provisions of Rule 19b-1 under the Act, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delagated authority. 


George A. Fitzsimmons 
Secretary 





232/SEC DOCKET 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9395/August 12, 1976 


In the Matter of 


AMERICAN LIQUID TRUST 
164 Mason Street 
Greenwich, Connecticut 06830 


(812-3944) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTING FROM THE PROVISIONS OF 
SECTION 19(b) OF THE ACT AND RULE 19b-1 THERE- 
UNDER 


On July 13, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9342) of an application filed on April 
21, 1976, and an amendment thereto on June 17, 1976, by 
American Liquid Trust (‘Applicant’), an open-end, diver- 
sified management company registered under the Invest- 
ment Company Act of 1940 (“‘Act’’), for an order pursuant to 
Section 6(c) of the Act exempting Applicant from the 
provisions of Section 19(b) of the Act and Rule 19b-1 
thereunder. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 
19(b) of the Act and Rule 19b-1 under the Act, to the extent 
requested, be and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9396/August 12, 1976 


In the Matter of 
EQUITABLE VARIABLE LIFE INSURANCE COMPANY 
and 


SEPARATE ACCOUNT | OF EQUITABLE VARIABLE 
LIFE INSURANCE COMPANY 


and 
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THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 

1285 Avenue of the Americas 

New York, New York 10019 


(812-3994) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR EXEMPTION FROM SECTION 27(h)(3) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Equitable Variable Life In- 
surance Company (“EVLICO”), a stock life insurance com- 
pany organized under the laws of the State of New York, 
Separate Account | of EVLICO (the ‘“Account’’), an open-end 
diversified investment company registered under the Invest- 
ment Company Act of 1940 (the “Act’’), and The Equitable 
Life Assurance Society of the United States (“Equitable’’), a 
mutual life insurance company organized under the laws of 
the State of New York and the parent of EVLICO, (collective- 
ly referred to as Applicants’) filed an application on July 
21, 1976 pursuant to Section 6(c) of the Act for an order of 
exemption from Section 27(h)(3) in connection with the sale 
of variable life insurance contracts covering insureds less 
than three years of age. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations contained therein which are sum- 
marized below. 


The Account is a separate investment account to which 
assets are allocated from time to time to support benefits 
payable under EVLICO’s variable life insurance contracts. 
For purposes of the Act, the Account is an issuer of variable 
life insurance contracts which are periodic payment plan 
certificates under the Act. Equitable and EVLICO are the in- 
vestment advisers and principal underwriters of the Account. 


The Commission has granted to Applicants an exemption 
from Section 27(h)(1) so that, for the purposes of complying 
with Section 27, ‘sales load’ may be calculated as the ex- 
cess of the gross annual premium (exclusive of the $25 ad- 
ministrative contract fee) over the sum of (1) the amount of 
the cash value for the first year, and the amount of the in- 
crease in the cash value for each subsequent year, that is not 
attributable to investment earnings; (2) the cost of insurance 
based on the Commissioners 1958 Standard Ordinary Mor- 
tality Table; (3) an insurance risk charge of .4% of the 
premium to cover any insufficiency in the Account to provide 
for the guaranteed minimum death benefit; (4) 2% of the 
premium for state premium taxes; (5) any additional 
premium charged if the insured does not meet standard un- 
derwriting requirements; (6) any additional premium 
charged for any incidental benefits; and (7) deduction for 
first year administrative expenses of $4 per $1,000 of face 
amount for the Variable Whole Life Insurance contract and 
$5 per $1,000 of initial face amount for the Variable In- 
creasing Protection Life Insurance contract. The exemption 
also permitted EVLICO to compute the sales load, for pur- 
poses of Section 27(h)(1), over a period of no longer than 20 
years. Using this concept, the sales load with respect to 
each contract will not exceed (1) 20% of the premiums 
payable in the first year, (2) 16% of the total premiums 
payable in the first four years, and (3) 9% of the total 
premiums payable in the first 20 years and, consequently, 
will not exceed the maximum limits provided in Sections 
27(h)(1) and (2). 


EVLICO does not presently offer VLI contracts for issue ages 
less than 3, because of what Applicants state to be a 
peculiarity which arises when the foregoing sales load for- 
mula is applied to infant ages. The peculiarity arises from the 
fact that, although mortality rates generally increase with 
advancing age, such rates may decrease during the first 
three years of life because of a relatively high likelihood of 
death immediately following birth. As a result, the cost of in- 
surance in the first year of a contract issued at age 0, 1 or 2, 
based on the Commissioners 1958 Standard Ordinary Mor- 
tality Table, may be higher in relation to the gross annual 
premium being charged than it is in the following contract 
year. When this high cost of insurance is deducted from the 
gross annual premium to derive the sales load under the for- 
mula described above, the formula may yield a sales load 
rate for the second through fourth contract years which ex- 
ceeds that for the first contract year. 


Section 27(h)(3) of the Act, in pertinent part, prohibits an 
issuer of periodic payment plan certificates, or any un- 
derwriter of such issuer, from selling any such certificate if 
the amount of sales load deducted from any one of the first 
twelve monthly payments, the thirteenth through twenty- 
fourth monthly payments, the twenty-fifth through thirty- 
sixth monthly payments, or the thirty-seventh through forty- 
eighth monthly payments, or their equivalents, respectively, 
exceeds proportionately the amount deducted from any 
other such payment. Applicants state that the Commission 
has administered Section 27(h)(3) so as to prohibit in- 
creasing rates of sales load on the grounds that the Section 
was designed to discourage unduly complicated sales load 
schedules which purchasers might have difficulty understan- 
ding and that schedules involving increasing sales load rates 
between payment periods might confuse purchasers. In ad- 
dition, the Section protects purchasers against selling prac- 
tices which might attract purchasers into plans with a low 
initial sales load only to have a higher sales load assessed 
against subsequent payments. Accordingly, Applicants re- 
quest an exemption in order to eliminate any question as to 
whether Section 27(h)(3) would prohibit the sales load 
structure described above which would occur when variable 
life insurance contracts are sold to infants. 


Section 6(c) of the Act, in pertinent part, provides that the 
Commission, by order upon application, may conditionally or 
unconditionally exempt any person, security or transaction, 
or any class or classes of persons, securities or transactions, 
from any provision of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


Applicants submit that the increase in sales load rates 
between contract years will not result in a sales load 
schedule which purchasers might have difficulty under- 
standing. Applicants further point out that there would be no 
adverse effect on the amount annually allocated to the Ac- 
count to support the contract reserves (“net annual 
premium’). The increase in sales load rates between con- 
tract years will be a function of the application of the formula 
described above and because the sales load is merely a 
balancing factor in that formula, will not result in a net an- 
nual premium for the current contract year which is less than 
the net annual premium for the prior contract year. EVLICO, 
just as it does with respect to any VLI contract, will draw 
upon its surplus to pay initial sales costs to the extent that 
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premiums are insufficient. Accordingly, Applicants believe 
that the requested exemption will be consistent with the 
protection of purchasers and the purpose intended by the 
policy and provisions of the Act. 


Applicants state that they will comply with any exemptive 
rule adopted by the Commission which affords broader, or 
more narrow, exemptions than contemplated in any Com- 
mission order issued in response to their application, or, in 
the case of more narrow exemptions, to terminate the offer 
and sale of variable life insurance contracts under the cir- 
cumstances which give rise to the need for exemption. 


NOTICE IS FURTHER GIVEN, that any interested person 
may not later than September 6, 1976 at 5:30 p.m., submit 
to the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney at law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated by the Act, an 
order disposing of the application will be issued as of course 
following September 6, 1976 unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7515/August 6, 1976 
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SEC v. C. Norman Driscoll, et al., 76 Civil (D.N.J.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on August 3, 1976, a Complaint was filed in 
the U.S. District Court for the District of New Jersey seeking 
to enjoin C. Norman Driscoll (‘Driscoll’), Lyle Hatch 
(“Hatch”), Stephen Skubina (‘Skubina’), and Richard L. 
Tecott {Tecott’’) from engaging in further violations of the 
reporting and anti-fraud provisions of the federal securities 
laws. 


The Commission’s Complaint alleges that between August 
1973 and September 1974, Driscoll, Hatch, and Skubina, 
while employed by Fidelity Union Trust Co. ("Fidelity Bank’), 
a wholly-owned subsidiary of Fidelity Union Bancorporation 
(“Holding Company”), along with Tecott, a partner in a now 
defunct municipal securities dealer, engaged in a series of 
pre-arranged purchases and sales of municipal securities, at 
prices unrelated to their fair market value, which were 
designed to cover up losses sustained in Fidelity Bank’s 
municipal securities portfolio. Following the discovery of 
these prearranged transactions, an analysis was conducted 
to determine the impact of this wrongful conduct on the 
financial condition of Fidelity Bank. This analysis disclosed 
that Fidelity Bank had sustained a realized loss of $2,003,- 
921.85 and an unrealized loss of $1,305,795.81. 


The Complaint further alleges that Driscoll, Hatch, Skubina, 
and Tecott hid the true nature of their transactions, and the 
actual losses sustained as a result thereof, from the senior 
management of Fidelity Bank and the Holding Company. Ac- 
cordingly, the books and records of Fidelity Bank failed to 
accurately state Fidelity Bank's financial condition, and ac- 
cordingly, caused the Holding Company to file a false and 
misleading Form 10-Q for the six month period ending June 
30, 1974. 


Skubina and Tecott consented, without admitting or denying 
the allegations contained in the Commission's Complaint, to 
the entry of Final Judgments of Permanent Injunction, 
prohibiting further violations of Sections 10(b) and 13(a) of 
the Exchange Act and Rules 10b-5 and 13a-13 thereunder. 





Litigation Release No. 7516/August 9, 1976 


UNITED STATES v. LOREN J. BERMAN (USDC C.D. CA 
Criminal Action No. 75-1064) 


William D. Keller, U. S. Attorney for the Central District of 
California, and Gerald E. Boltz, Administrator of the Los 
Angeles Regional Office of the Securities and Exchange 
Commission, announced that Loren J. Berman of Los 
Angeles was sentenced to two years probation. The 
sentence followed a court ordered 90 day psychiatric ex- 
amination. Earlier on September 18, 1975, Berman entered 
pleas of guilty to two counts of an indictment alleging that in 
1971 Mr. Berman defrauded the Mutual Securities Fund of 
Boston, an open-end investment company in Boston, 
Massachusetts. 


For further information see Litigation Releases 7131. 
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Litigation Release No. 7517/August 10, 1976 


SEC v. WENCKE, et al. 
(S. D. CAL., Civil Action No. 76-0783-T) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, announced that on July 22, 1976, the Commission 
filed a complaint in the United States District Court in San 
Diego, California against: Walter Wencke of San Diego; 
Richard Mets of Fresfresno, California; Paul Potter of San 
Diego; John Dees of Fresno; Cathryn Wencke of San Diego, 
and three publicly held corporations known as Sun Fruit, 
Ltd., Time-Lenders, Inc., and Sante Fe Financial Corporation. 
Numerous privately held corporate and trust entities alleged 
to be controlled by Walter Wencke are also named as defen- 
dants in the action. 


The Commission's complaint alleges, among other things, 
that since 1972 the individual defendants have engaged ina 
fraudulent scheme to gain control of Sun Fruit, Ltd. and loot 
it of its assets. It is further alleged that Walter Wencke and 
certain other individual defendants caused Sun Fruit, Ltd., 
and Time-Lenders, Inc. to file false and misleading 
documents with the Commission and send false and mis- 
leading reports to shareholders. In summary, the complaint 
alleges that these reports misrepresented and concealed 
material facts regarding transactions in which Walter 
Wencke took control of Sun Fruit, Ltd., and transferred its 
assets to himself, and contained false and misleading finan- 
cial statements of Sun Fruit, Ltd. The complaint further 
alleges that Walter Wencke placed Sun Fruit, Ltd. into state 
court receivership, to complete and conceal his fraudulent 
activities. 


The complaint seeks an injunction against all defendants 
(except Santa Fe Financial) from further violations of the 
anti-fraud provisions of the Securities Exchange Act of 
1934. (Exchange Act) It further seeks an injunction against 
certain of the defendants from further violations of the 
periodic reporting and proxy provisions of the Exchange Act. 
The Commission’s complaint seeks appointment of a 
receiver for Sun Fruit, Ltd., Time-Lenders, Inc., and other 
defendant entities alleged to be controlled by Walter 
Wencke and also seeks disgorgement by Walter Wencke, 
Paul Potter and Richard Mets of all corporate assets alleged- 
ly misappropriated. 


Previously, the Commission filed a complaint against Time- 
Lenders. See Litigation Release No. 7187. 





Litigation Releas No. 7518/August 10, 1976 


SEC v. BINGHAM SILVER LEAD COMPANY, ET AL. 
(D. UTAH Civil Action No. C 75-523) 


Robert H. Davenport, Administrator of the Denver, Regional 
Office, announced that on July 30, 1976, the Honorable 
Aldon J. Anderson, Judge, United States District Court for 
Utah, Issued a preliminary injunction against Jerry Timothy 
of Salt Lake City, Utah and entered Findings of Fact and 


Conclusions of Law setting forth the grounds for his ruling. 
The order, in substance, enjoins the said defendant from 
violating certain of the registration and antifraud provisions 
of the federal securities laws. The preliminary injunction 
which relates to the sale of the stock of Bingham Silver Lead 
Company, or any other securities, was entered after the 
Court had heard evidence and arguments on the matter ina 
number of Court sessions between April 19 and May 27, 
1976. 


The Court had previously issued other injunctions in the 
same action, SEC v. Bingham Silver Lead Company, et al. C 
75-523, USDC, Utah. A preliminary injunction against 
Bingham Silver Lead Company and Geroge H. Badger of 
Salt Lake City, Utah, its president, was issued pursuant to 
the consent of the defendants on April 19, 1976. A perma- 
nent injunction was issued on May 26, 1976, against defen- 
dant L. Robert Tatum of Canton, Ohio. Both injunctions were 
issued without the defendants admitting or denying the 
allegations in the complaint and related to the offer and sale 
of Bingham Silver Lead Company stock, or any other 
securities. In addition to restraining, in substance, violations 
of certain registraton and antifraud provisions of the federal 
securities laws, the orders prohibited the making of false 
statements concerning limited partnerships and the 
securities of limited partnerships which were sponsored by 
the defendant Bingham Silver Lead Company to finance oil 
and gas drilling ventures. 


The Court has directed a pretrial conference in the matter to 
be held on August 27, 1976. 


For further information see Litigation Release Nos. 





Litigation Release No. 7519/August 10, 1976 


SEC v. Goodman Securities Corporation et al. 
(E.D. Va., Richmond, Virginia, Civil Action No. CA 76-0007- 
R) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, announced that on July 26, 1976, the Honorable D. 
Dortsch Warriner, United States District Judge for the 
Eastern District of Virginia in Richmond, entered an order 
granting summary judgment in favor of defendant John L. 
Ruckard of Richmond, Virginia. On January 6, 1976 the 
Commission filed a Complaint alleging that defendant 
Ruckard and others had violated the securities registration 
and anti-fraud provisions of the federal securities laws in 
connection with the offer and sale of securities in the form of 
interests in limited partnerships marketed by Goodman 
Securities Corporation and Robert M. Goodman Associates, 
Inc. 


For further information see Litigation Release Nos. 7234 
and 7266. 


Paul F. Leonard 
Administrator 
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Litigation Release No. 7520/August 10, 1976 


S.E.C. v. E.T. BARWICK INDUSTRIES, INC., ET. AL. Civil Ac- 
tion No. 76-1490 (United States District Court for the 
District of Columbia) 


The Securities and Exchange Commission today announced 
the filing of a civil injunctive action in the United States 
District Court for the District of Columbia seeking to enjoin 
E. T. Barwick Industries, Inc. (“ETB”), Eugene T. Barwick 
(“Barwick”) — ETB’s Chairman of the Company and former 
Chairman of the Board, W. Baer Endictor (‘‘Endictor’’), 
Buford Talley (‘Talley’), A. Wayne Hise (“Hise”), J. Marcus 
Pate (‘Pate’), and H. Lee Roper (‘Roper’) — all former ETB 
officers from further violations of Sections 10(b) (anti-fraud), 
13(a) (reporting) and 14(a) (proxy) of the Securities Ex- 
change Act of 1934 (“Exchange Act’’) and Rules thereunder. 
Barwick was also charged with violations of Section 16(a) 
(ownership reports) of the Exchange Act. 


The Commission's complaint alleged that from at least on or 
about August, 1968 the defendants and others, variously, 
directly and indirectly, engaged in certain activities which, 
among other things, concealed the true financial condition of 
ETB by, among other things: (1) misstating income on 
quarterly statements filed with the Commission and dis- 
seminated to ETB stockholders and to the public through 
baseless adjustments to inventory, which reduced ETB’s 
costs of goods sold and thereby increased net income; (2) 
engaging in a course of conduct to conceal documents and 
information relating to these adjustments from the Commis- 
sion and from an independent accounting firm hired by ETB 
to investigate allegations that certain of ETB’s financial 
statements were false and misleading, by the withholding or 
destruction of documents and the attempt to influence the 
substance of a witness's sworn testimony; (3) misstating in- 
come on quarterly statements filed with the Commission 
and disseminated to ETB stockholders and to the public 
through a consistent practice of arbitrarily reversing 
necessary expense accruals for the purpose of increasing in- 
come; (4) concealing the existence and effect of material 
defaults under various loan agreements with major long 
term lenders; (5) maintaining an unrecorded secret fund of 
corporate money which purportedly was used to pay ad- 
ditional unrecorded salary bonuses to certain of the manage- 
ment of ETB’s foreign subsidiaries so as to assist them in 
evading foreign income taxes; and (6) using ETB corporate 
funds to make payments for the personal benefit of Barwick 
in circumstances under which ETB had no obligation to 
make any such payments. 


In addition, the Complaint alleged that Barwick, after acquir- 
ing a beneficial interest in approximately 47,000 ETB 
shares, failed to timely file an amended statement of 
beneficial ownership to reflect those acquisitions. 


Without admitting or denying the allegations contained in 
the Commission’s complaint, defendant ETB consented to 
the entry of a final judgment of permanent injunction enjoin- 
ing the Company from further violations of Sections 10(b), 
13(a) and 14(a) of the Exchange Act and Rules thereunder. 
In addition, the judgment provided for certain ancillary relief, 
including provisions requiring ETB to appoint a Special 
Review Committee and Special Counsel, satisfactory to the 
Commission, to investigate the allegations contained in the 
Commission's complaint and other relevant matters, to file a 
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report of its findings with the Commission and the Court; 
and to seek redress and take further action if warranted. 


Defendants Barwick, Hise, Pate and Roper also consented, 
without admitting or denying the allegations contained in 
the Commission’s complaint, to final judgments of perma- 
nent injunction enjoining them from further violations of 
Sections 10(b), 13(a) and 14(a) of the Exchange Age. 
Barwick also consented to be enjoined from further 
violations of Section 16(a) of the Exchange Act. 
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